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Summary  and  Recommendations 


USE  of  bargaining  cooperatives 
is  a  relatively  new  develop- 
ment among  growers  who  produce 
fruits  and  vegetables  for  process- 
ing. Yet  this  type  of  cooperative 
is  becoming  increasingly  important. 
Growers  see  bargaining  coopera- 
tives as  a  way  to  maintain  or  im- 
prove their  bargaining  position  by 
negotiating  as  a  group,  rather  than 
as  individuals,  for  price  and  other 
contract  terms  involved  in  sale  of 
their  crops  to  processors. 

The  rapid  growth  of  bargaining 
cooperatives,  as  well  as  problems  in- 
volved in  their  organization  and 
operation,  led  to  this  study  by 
Farmer  Cooperative  Service.  By 
describing  developments  in  their 
formation  and  operations,  this  cir- 
cular will  serve  as  a  source  of  infor- 
mation for  bargaining  cooperatives 
already  operating  and  for  other 
groups  of  growers  who  may  be  con- 
sidering formation  of  such  organi- 
zations. 

Although  two  pioneer  associa- 
tions— the  Utah  State  Canning 
Crops  Association,  Logan,  and  the 
California  ('aiming  Peach  Associa- 
tion, San  Francisco — date  back 
nearly  -10  years,  it  was  not  until 
about  the  period  of  World  War  II 
that  interest  in  the  bargaining  type 
of  cooperative  began  to  develop 
and  grow  among  other  producers. 

By  the  end  of  1957,  35  fruit  and 
vegetable  bargaining  cooperatives 


had  been  organized — 20  by  vege- 
table growers  and  15  by  fruit  grow- 
ers. One-third  of  the  associations 
were  formed  in  the  19-10's  and 
nearly  two-thirds  in  the  period 
1950-57.  In  the  3  years,  1955-57, 
15  associations  were  formed — 6 
by  vegetable  growers  and  9  by  fruit 
growers. 

"  At  the  end  of  1957,  18  of  the  35 
associations  were  negotiating  with 
processors,  12  were  not  yet  nego- 
tiating, and  5  had  been  dissolved. 
At  least  15  other  grower  groups  are 
thought  to  be  considering  forma- 
tion of  bargaining  cooperatives. 

Development  of  these  associa- 
tions reflects  an  attempt  by  growers 
to  help  themselves  maintain  and 
improve  their  bargaining  position 
in  a  market  that  has  been  con- 
stantly changing  since  World  War 
II.  Population  increases,  along 
with  development  of  mass  distribu- 
tion at  the  retail  level,  led  to  expan- 
sion and  merger  in  the  food  proc- 
essing industry. 

Individual  growers  who  produce 
crops  for  processing  often  found,  as 
a  result,  that  their  bargaining  posi- 
tion was  weakened.  The  proces- 
sors who  bought  their  crops  were 
becoming  larger  and  fewer,  and 
often  the  growers  had  little  infor- 
mation on  prices  and  other  terms 
contained  in  the  grower-processor 
contract. 

In  addition,  because  of  the  bulky 
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and  perishable  nature  of  their 
crops,  growers  could  not  store  or 
transport  them  long  distances  to 
other  markets.  This  type  of  mar- 
ket situation — which  is  in  contrast 
to  more  competitive  national  or 
even  worldwide  markets  such  as  for 
wheat,  corn,  or  cotton — led  to  in- 
terest among  many  growers  in  co- 
operatives of  the  bargaining  type. 

By  negotiating  as  a  group 
through  such  associations,  rather 
than  as  individuals  for  the  price 
and  other  contract  terms  involved 
in  the  sale  of  their  crops  to  proces- 
sors, growers  hoped  to  maintain  or 
improve  their  economic  position. 
Where  a  bargaining  association  has 
sufficient  tonnage  signed  up  and 
adequate  marketing  and  economic 
information,  the  bargaining 
strength  of  the  seller  (association) 
and  the  buyer  (processor)  are  more 
nearly  equal. 

A  bargaining  cooperative  organ- 
ized in  compliance  with  the  Cap- 
per-Volstead  Act  can  attain  a 
strong  position  in  a  particular  area 
or  product  so  long  as  it  achieves 
this  position  by  voluntary  attrac- 
tion of  membership  and  voluntary 
growth.  It  may  use  this  position 
to  enhance  price. 

However,  a  Capper- Volstead  co- 
operative cannot  "unduly  enhance" 
price,  and  cannot  operate  with 
complete  immunity  from  the  re- 
straints of  the  Sherman  Antitrust 
Act  or  the  prohibitions  of  the  laws 
administered  by  the  Federal  Trade 
Commission.  In  addition,  various 
economic  forces,  such  as  competi- 
tion from  other  geographic  regions 
and  from  other  food  products,  also 
set  limits  to  the  price  making 
power  of  these  associations. 

While  scattered  from  coast  to 
coast,  over  half  the  associations 
were  on  the  west  coast.  Nearly  a 
fourth  were  located  in  the  North 


Central  States  in  the  general  area 
of  the  Great  Lakes.  Others  were 
located  in  the  Middle  and  South 
Atlantic  States  and  one  in  Utah. 
Three-fourths  of  the  associations 
were  set  up  in  the  major  producing 
sections  within  the  boundaries  of 
one  State. 

By  the  end  of  1957,  bargaining 
associations  had  been  organized  to 
negotiate  for  the  sale  of  9  different 
vegetables  and  6  dilferent  fruits. 
The  most  important  vegetables 
were  tomatoes  and  peas;  the  most 
important  fruits,  peaches  a  n  d 
pears.  All  the  fruit  associations 
and  three-fourths  of  the  vegetable 
associations  were  set  up  on  a  one- 
commodity  basis. 

Nearly  15,000  growers  were  mem- 
bers of  bargaining  associations  in 
1956.  This  included  4,600  fruit 
growers  and  10,300  vegetable  grow- 
ers. Size  of  membership  in  the  in- 
dividual associations  ranged  from 
under  100  to  over  5,000,  and  aver- 
aged about  1,100. 

Farm  value  of  the  crops  repre- 
sented by  the  associations — that  is, 
the  associations  negotiated  for  their 
sale — in  1956  was  approximately 
$61  million — fruit  associations  rep- 
resenting $33  million  and  vegetable 
associations  $28  million.  The  farm 
value  of  the  crops  represented  by 
individual  associations  ranged  from 
under  $100,000  to  over  $16  million, 
with  about  half  of  the  associations 
representing  between  $1  million  and 
$5  million.  The  crops  represented 
by  the  associations  totaled  just 
over  2  million  tons,  with  fruits  and 
vegetables  each  accounting  for 
about  1  million  tons. 

The  bargaining  cooperatives  rep- 
resented from  under  10  to  over  90 
percent  of  the  total  tonnage  pro- 
duced in  the  various  areas  they 
served.  About  44  percent  of  the  as- 
sociations represented  proportions 
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between  25  and  50  percent  of  the 
total  tonnage  produced  in  their 
areas.  The  average  proportion  of 
all  associations  was  47  percent. 

The  organizational  structure  of 
the  18  bargaining  associations  ne- 
gotiating in  1956  was  similar  to 
that  of  most  cooperatives  in  many 
respects,  although  some  features  re- 
flected the  nature  of  their  opera- 
tions. All  but  2  were  incorporated, 
and  all  but  1  were  of  the  nonstock 
type.  As  to  membership  affiliation. 
15  of  the  18  associations  were  of 
the  centralized  type,  and  3  were 
federations. 

Although  largely  unaffiliated 
with  other  organizations,  many  veg- 
etable bargaining  associations  have 
had  assistance  from  State  and 
County  farm  bureaus.  Two  of  the 
California  fruit  associations  han- 
dled commodities  covered  by  State 
marketing  orders — the  fruits  being 
cling  peaches  and  Bartlett  pears. 

Each  of  the  10  vegetable  associa- 
tions and  3  of  the  8  fruit  associa- 
tions used  the  one-member,  one- vote 
basis  of  voting.  The  rest  voted  on 
the  basis  of  tonnage. 

The  boards  of  directors  were  rela- 
tively large,  with  half  the  associa- 
tions having  between  11  and  15  di- 
rectors. Since  the  associations  did 
not  physically  handle  the  members' 
crops,  the  number  of  employees  was 
relatively  small,  with  3  of  the  18 
associations  having  3  or  fewer  em- 
ployees. 

Seven  of  the  8  fruit  associations 
and  7  of  the  10  vegetable  associa- 
tions used  membership  agreements. 
All  but  one  of  the  agreements  were 
of  the  agency  type — that  is,  the  as- 
sociation became  agent  for  the 
grower  in  selling  his  crops — and 
half  were  continuous  or  self- renew- 
ing. The  rest  were  in  effect  from 
1  to  15  years.  All  had  provisions 
for  withdrawal  of  membership  dur- 


ing a  certain  period  each  year. 
Each  of  the  14  agreements  required 
members  to  market  through  their 
association  all  the  crops  they  pro- 
duced for  processing  that  were  bar- 
gained for  by  the  association. 

Capital  requirements  of  bargain- 
ing associations  were  relatively 
small,  and  needed  chiefly  for  op- 
erating expenses.  The  most  im- 
portant source  of  funds  was  deduc- 
tions or  retains  made  from  proceeds 
received  by  members  for  their 
crops.  Processors  were  authorized 
to  make  the  deductions  (either  a 
percentage  of  gross  proceeds  or  a 
certain  amount  per  unit  of  prod- 
uct) from  each  grower's  payment 
check  and  then  forward  the  accu- 
mulated deductions  to  the  associa- 
tion. Five  of  the  fruit  associations 
also  obtained  funds  from  a  proces- 
sor service  charge. 

The  basic  service  performed  for 
members  by  the  fruit  and  vegetable 
bargaining  cooperatives  was  nego- 
tiation of  the  contract  price  and 
other  terms  involved  in  selling 
members'  crops  to  processors.  Be- 
fore negotiations  could  actually 
take  place  on  the  various  contract 
provisions,  however,  it  was  first  nec- 
essary for  the  association  to  be  rec- 
ognized by  the  processor  as  the  sole 
bargaining  agent  (or  exclusive  sales 
agent)  of  the  members. 

Recognition  generally  involved  a 
testing  of  the  basic  question  of 
whether  or  not  the  association  had 
sufficient  tonnage  signed  up  to  be 
of  concern  to  the  processor.  If  the 
processor  could  not  obtain  enough 
raw  products  from  nonmembers  or 
from  its  own  production,  recogni- 
tion was  usually  forthcoming.  On 
the  other  hand,  if  the  tonnage 
signed  up  was  not  sufficient,  or  if 
the  association  was  not  stable 
enough  to  maintain  its  membership, 
recognition  often  was  not  achieved. 
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Preparations  by  the  bargaining 
associations  for  their  negotiations 
involved  various  meetings  of  mem- 
bers, directors,  and  bargaining  com- 
mittees before  planting  time  for  the 
vegetable  associations  or  harvest 
time  for  the  fruit  associations. 
Basic  to  these  meetings — and  to  the 
results  of  the  negotiations — were 
the  economic  and  the  marketing  in- 
formation the  associations  had 
available.  All  associations,  in 
varying  degrees,  collected  data 
bearing  on  their  position  in  the 
pending  negotiations.  However, 
many  of  the  west  coast  fruit  asso- 
ciations did  this  on  a  broader  basis 
and  with  more  advanced  methods  of 
analysis. 

As  their  representatives  in  the 
negotiating  sessions,  the  vegetable 
associations  generally  had  several 
bargaining  committees,  each  com- 
mittee assigned  to  negotiate  with  a 
separate  processor.  The  member- 
ship of  each  committee  included 
several  growers,  some  of  whom  were 
directors,  who  usually  sold  their 
crops  to  the  processor,  plus  in  most 
cases,  the  association's  manager. 
All  the  fruit  associations'  negotia- 
tions with  each  processor  were  con- 
ducted by  the  individual  associa- 
tion's board,  or  a  committee  of  the 
board  plus  the  manager. 

With  vegetable  associations,  ne- 
gotiations revolved  around  terms 
contained  in  the  contracts  used  by 
processors  in  buying  raw  products 
from  growers.  While  price  per 
unit  was  the  most  important  pro- 
vision, other  terms  such  as  grades 
and  methods  of  grading,  were  also 
items  for  negotiations.  Between 
the  negotiating  sessions  with  the 
processor,  the  association's  commit- 
tee usually  discussed  proposals  and 
counter-proposals  at  meetings  of 
the  board  and  sometimes  at  meet- 
ings of  members. 


When  the  association  and  the 
processor  reached  agreement  on  the 
contract's  terms,  the  association 
then  "approved"'  each  of  the  proces- 
sor's contracts  by  placing  the  stamp 
of  the  association  and  the  signature 
of  the  president  on  each  contract. 
Members,  who  were  bound  by  the 
membership  agreement  not  to  sign 
any  but  "approved"  contracts,  then 
individually  signed  these  processor 
contracts. 

Central  to  the  negotiating  pro- 
cedures used  by  the  west  coast  fruit 
associations  was  the  association- 
processor  contract  of  sale.  The 
fruit  associations,  in  performing 
their  function  as  exclusive  sales 
agents  for  the  members,  used  con- 
tracts of  sale  which  were  signed  by 
each  association  for  its  members, 
and  each  processor. 

A  contract  with  unique  features 
was  used  by  the  California  cling 
peach,  freestone  peach,  and  pear  as- 
sociations. Other  west  coast  asso- 
ciations used  the  same  type  with 
some  modifications.  The  contract 
was  unique  in  that  it  was  an  en- 
forceable contract  for  the  sale  of 
fruit  in  advance  of  the  harvest,  al- 
though no  price  was  specified  in  it. 
Instead  of  a  specific  price,  the  con- 
tract stated  that  ".  .  .  the  buyer 
must  pay  a  reasonable  price,  and 
further  that  which  is  a  reasonable 
price  is  a  question  of  fact  dependent 
upon  the  circumstances  of  each  par- 
ticular case." 

Other  provisions  in  the  contract 
stated  the  methods  for  determining 
the  reasonable  price.  Before  the 
harvest  season,  the  contract  re- 
quired each  association  to  announce 
an  "opening  price"  it  believed  "rea- 
sonable." This  opening  price  was 
based  on  the  association's  analyses 
of  economic  and  marketing  data, 
plus  a  series  of  individual  meetings, 
or  consultations,  with  each  proces- 
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sor  to  obtain  the  feeling  of  the  in- 
dustry. 

After  the  association  had  an- 
nounced the  opening  price,  the  proc- 
essors who  had  signed  the  associa- 
tion-processor contract  had  3  days 
in  which  to  accept  or  reject  the  an- 
nounced price.  If  a  certain  num- 
ber of  processors  whose  purchases 
totaled  a  certain  percentage  of  the 
tonnage  the  association  offered  for 
sale  accepted  the  price,  then  the  an- 
nounced price  became  the  "reason- 
able" price  and  was  binding  on  all 
processors  signing  the  contract. 

If  the  requisite  number  of  proc- 
essors did  not  accept  the  price,  the 
association  could  then,  within  5 
days  of  the  first  announcement, 
make  another  price  offer,  the  same 
as,  or  different  from,  the  first.  The 
processors  again  had  3  days  to  ac- 
cept or  reject  this  second  price. 
While  the  situation  had  never 
arisen,  in  the  event  the  second  price 
was  rejected  the  "reasonable  price" 
would  be  determined  by  a  court  of 
law. 

Growers  are  interested  in  bar- 
gaining cooperatives  as  a  way  to 
maintain  or  improve  their  competi- 
tive position  in  the  sale  of  their 
crops  for  processing.  Benefits  de- 
rived from  increased  bargaining 
strength  are  often  thought  of  only 
in  terms  of  the  higher  price  per 
unit  received.  To  the  extent  an  as- 
sociation contributes  to  the  stability 
of  prices  over  a  period  of  time,  both 
grower  and  processor  benefit. 
However,  a  well-established  and  ef- 
ficiently operated  bargaining  asso- 
ciation can  bring  other  benefits  to 
the  grower  and  to  the  entire  indus- 
try. 

Besides  price  per  unit,  associa- 
tions can  improve  the  conditions  of 
sale  which  also,  directly  or  indi- 
rectly, affect  growers'  net  returns. 
This  includes  such  items  as  grades 


and  methods  of  grading,  time  of 
harvest,  service  and  materials 
charges,  and  over  contracting  of 
acreage.  Also,  with  an  association 
handling  the  marketing  of  their 
crops,  growers  can  concentrate  on 
improving  the  efficiency  of  their 
production. 

With  volume  concentrated  in  a 
grower  association,  processors  can 
be  more  assured  of  a  continuing 
supply  of  quality  products.  At  the 
same  time,  the  association  can  re- 
duce duplication  of  services  and  fa- 
cilities and  enable  processors  to 
realize  savings  in  field  work  and  in 
contract  signup. 

Quality  improvement,  commod- 
ity promotion,  market  expansion 
and  research,  as  well  as  disease  and 
pest  control  and  improvement  of 
cultural  practices — all  benefiting 
the  whole  industry — can  often  best 
be  done  through  joint  efforts  of 
processors  and  an  organized  grower 
bargaining  cooperative. 

Collection  and  analysis  of  eco- 
nomic and  marketing  information 
by  the  cooperative  can  also  help  es- 
tablish prices  that  contribute  to  ad- 
justment of  supplies  to  market 
needs. 

Probably  one  of  the  most  im- 
portant benefits  from  bargaining 
cooperatives  can  come  through  im- 
proved grower  understanding  of  the 
economic  and  marketing  aspects  of 
their  industry.  Through  their 
preparations  for  negotiations, 
growers  become  more  aware  of 
market  trends  and  demand  for 
their  crops,  as  well  as  of  proces-iiiu 
and  marketing  costs.  As  a  result, 
growers  better  understand  that 
they  need  to  adjust  their  produc- 
tion in  line  with  consumer  demand, 
and  that  growers'  price — while  it 
should  not  be  lower — also  cannot  be 
higher  than  market  conditions 
warrant. 


viii 


Better  relations  can  result  be- 
tween growers  and  processors  as 
both  groups  learn  more  of  each 
others'  problems,  and  of  their  joint 
problems.  A  broader  viewpoint 
and  an  industrywide  approach  can 
better  integrate  production  and 
marketing  of  processing  crops  to 
the  benefit  of  the  whole  industry. 

Benefits  realized  by  members  of 
some  associations  have  led  to  for- 
mation of  similar  associations  br- 
others. Still  other  groups  are  cur- 
rently considering  use  of  such  or- 
ganizations for  marketing  their 
particular  crops.  However,  or- 
ganization and  operation  of  a  bar- 
gaining cooperative  is  not  without 
its  problems  and  should  be  under- 
taken advisedly. 

As  a  first  step,  careful  study  must 
be  made  of  all  available  informa- 
tion and  alternatives  to  determine 
whether  or  not  there  is  an  eco- 
nomic need  for  a  bargaining  coop- 
erative. If  there  is  no  economic 
need,  and  an  unsuccessful  attempt 
is  made,  it  may  actually  weaken 
the  growers'  current  position. 

In  examining  the  feasibility  of  a 
bargaining  cooperative,  growers 
should  consider  the  following 
points : 

1.  Tonnage.  The  basic  source 
of  strength  in  a  bargaining  coop- 
erative is  the  combined  tonnage  of 
its  member-growers.  Unless  it  has 
a  sufficient  proportion  of  tonnage 
signed  up  to  be  of  concern  to  the 
processor,  an  association  cannot  ef- 
fectively negotiate  price  and  other 
contract  terms  for  its  members.  It 
is  axiomatic  that  the  higher  the 
proportion  of  tonnage  controlled, 
the  greater  the  bargaining  strength. 
However,  the  proportion  needed  by 
an  individual  association  depends 
on  conditions  in  its  particular  mar- 
ket situation.  In  1956,  nearly  half 
the    associations   represented  be- 
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tween  25  and  50  percent  of  the  ton- 
nage in  their  area,  and  another 
fourth  represented  between  50  and 
75  percent  of  the  total. 

-2.  Economic  and  Marketing  In- 
formation. Collection  and  analy- 
sis of  essential  marketing  and 
economic  data  is  basic  to  realistic 
price  negotiation  and  to  the  long- 
run  success  of  bargaining  associa- 
tions. With  incomplete  or  inaccu- 
rate data,  the  association  cannot 
fully  develop  the  bargaining 
strength  that  lies  in  the  joint  sale 
of  its  members'  combined  tonnage. 
The  collection  and  analysis  should 
be  a  year-round  activity  and.  al- 
though large  quantities  of  data  are 
available,  should  be  centered  on  the 
essential  factors  which  influence 
price  and  other  contract  terms.  In 
many  cases  research  may  be  needed 
to  determine  the  nature  of  these 
economic  relationships. 

3.  Management.  Lack  of  effi- 
cient management  is  a  major  cause 
of  failure  by  cooperatives.  For 
effective  operation,  a  bargaining  as- 
sociation requires  a  manager  with  a 
high  degree  of  specialized  skills 
and  talents.  He  must  understand 
the  commodity  and  the  economics 
of  the  industry.  In  addition,  he 
needs  ability  to  build  and  maintain 
membership  and  membership  re- 
lations, as  well  as  good  processor 
and  public  relations.  Because  of 
the  important  part  directors  play 
in  the  negotiating  process,  they  too 
need  to  be  not  only  good  business- 
men but  also  men  who  can  develop 
and  hold  the  confidence  of  both  the 
members  and  the  processors. 

4.  Membership  Relations.  Ef- 
fective negotiations  require  the 
support  of  an  informed  member- 
ship. Members  must  have  full  in- 
formation on  the  economic  prob- 
lems involved  in  marketing  their 
crops,  as  well  as  on  the  association's 
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need  for  full  support  from  its 
members.  Members'  needs  and  at- 
titudes must  also  be  made  known  to 
management.  Without  this  two- 
way  flow  of  information  the 
strength  of  the  association,  which 
depends  on  the  combined  actions  of 
the  membership,  may  disintegrate 
at  a  crucial  point  in  the  negotia- 
tions. 

5.  Approach.  Growers  form 
bargaining  cooperatives  to  improve 
the  price  of  their  crops  for  process- 
ing. While  the  price  received  per 
unit  in  a  particular  year  is  im- 
portant, a  broader  approach  to 
prices  is  more  likely  to  bring 
greater  long-run  satisfaction  to 
growers.  Stable  prices  that  are 
fair  or  reasonable  are  probably  a 
better  goal  for  an  association  than 
a  goal  which  stresses  only  higher 
grower  prices,  regardless  of  their 
effect  on  the  industry.  In  addition 
to  the  price  per  unit,  attention 


should  be  given  to  other  contract 
provisions  since  these  terms  also, 
directly  or  indirectly,  affect  grow- 
ers' net  returns. 

The  goals  and  actions  of  a 
bargaining  cooperative  should  also 
be  kept  in  line  with  its  responsi- 
bilities to  the  entire  industry.  The 
processor,  retailer,  and  consumer 
are  all  essential  parts  of  marketing 
the  growers'  crops.  If  the  actions 
of  a  cooperative — especially  as  it 
develops  greater  bargaining 
strength — are  unwise  or  unreason- 
able, they  can  jeopardize  the  posi- 
tion of  the  association  and  the  in- 
dustry. 

Reasonableness  of  demands,  co- 
operation with  the  industry  on 
joint  problems,  negotiations  in 
good  faith,  and  other  actions  that 
are  based  on  an  industrywide  ap- 
proach all  contribute  to  the  long- 
run  success  of  a  bargaining  cooper- 
ative. 
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Fruit  and  Vegetable  Bargaining  Cooperatives 


by  Wendell  M.  McMillan 
Fruit  and  Vegetable  Branch 
Marketing  Division 


USE  of  bargaining  cooperatives 
is  a  relatively  new  develop- 
ment among  growers  of 
fruits  and  vegetables  for  process- 
ing. While  dairy  farmers  and 
others  have  used  this  type  market- 
ing cooperative  for  many  years, 
most  of  the  fruit  and  vegetable 
bargaining  cooperatives  have  been 
formed  since  World  War  II. 
Xearly  half  of  them  were  organ- 
ized in  the  past  3  years. 

Development  of  these  associa- 
tions reflects  an  attempt  by  growers 
to  help  themselves  maintain  or  im- 
prove their  bargaining  position  in  a 
market  characterized  by  constant 
change  since  World  War  II.  The 
increase  in  population,  coupled 
with  the  development  of  mass  dis- 
tribution at  the  retail  level,  led  to 
expansion  and  merger  in  the  food 
processing  industry. 

As  a  result,  individual  growers 
who  produced  crops  for  processing 
often  found  themselves  in  a  weak 
bargaining  position.  The  proces- 
sors were  becoming  larger,  and  few- 
er, and  often  the  grower  had  little 
information  on  prices  and  other 
terms  contained  in  the  the  contracts 


used  by  processors  buying  their 
crops. 

Thus,  through  bargaining  coop- 
eratives, growers  hoped  to  maintain 
or  improve  their  economic  position 
by  negotiating  as  a  group,  rather 
than  individually,  for  the  price  and 
other  contract  terms  involved  in 
sale  of  their  crops  to  processors. 

Benefits  realized  by  members  of 
some  associations — notably  the  Cal- 
ifornia Canning  Peach  Association, 
San  Francisco,  and  the  Utah  State 
Canning  Crops  Association,  Lo- 
gan— led  to  formation  of  similar 
associations  by  others.  Still  other 
grower  groups  are  considering  use 
of  such  organizations  for  market- 
ing their  particular  crops.  How- 
ever, organization  and  operation  of 
a  bargaining  cooperative  are  not 
without  their  problems  and  should 
be  undertaken  only  after  careful 
study  of  all  available  information. 
The  limitations,  as  well  as  the  pos- 
sibilities of  such  an  association, 
must  be  examined  in  relation  to  the 
particular  commodity,  or  commodi- 
ties, and  the  particular  market  un- 
der consideration. 


Purpose  and  Scope  of  Study 


THE  purpose  of  this  study  is  to 
provide  information  on  this  rel- 
atively new  area  of  development  by 
describing  the  growth  and  present 
status  of  fruit  and  vegetable  bar- 
gaining cooperatives,  as  well  as 
their  organizational  structure  and 
operating  procedures.  Such  infor- 
mation can  help  groups  considering 
the  feasibility  of  bargaining  coop- 
eratives, as  well  as  existing  asso- 
ciations. 

This  study  includes  all  fruit  and 
vegetable  bargaining  cooperatives 
known  to  have  been  organized  by 
the  end  of  1957.  That  is,  it  in- 
cludes cooperatives  formed  to  ne- 
gotiate price  and  other  contract 
terms  involved  in  the  sale  of  mem- 
bers' fruits  and  vegetables  to  proc- 
essors. It  does  not  include  asso- 
ciations which  physically  handle  or 


process  the  crops,  or  associations  of 
the  sales  agency  type  that  perform 
only  a  selling  function  in  market- 
ing fresh  fruits  and  vegetables. 

The  major  portion  of  the  data 
for  this  study  was  obtained  through 
questionnaires  used  in  personal  in- 
terviews held  in  the  spring  of  1956 
with  managers  and  directors  of 
bargaining  cooperatives.  However, 
because  of  the  continued  growth  in 
number  of  associations  since  that 
time,  additional  information  on 
those  associations  organized  after 
the  initial  interviews  was  obtained 
through  personal  interviews  and 
correspondence.  Supplementary 
data  were  obtained  from  land-grant 
colleges,  State  departments  of  agri- 
culture, and  the  American  Farm 
Bureau  Federation. 


Development  of  Bargaining  Cooperatives 


GROWERS  of  fruits  and  vege- 
tables for  processing  first  be- 
gan using  bargaining  cooperatives 
shortly  after  World  War  I.  Fol- 
lowing several  years  of  organizing 
effort,  growers  of  processing  vege- 
tables in  Utah  formally  organized 
the  first  vegetable  bargaining  co- 
operative in  1919 — the  Canning 
Crops  Committee  of  the  Utah 
Farm  Bureau.  This  bargaining 
association,  which  has  operated 
continuously  since  its  organization, 
incorporated  in  1930  as  the  Utah 
State  Canning  Crops  Association, 
Inc.1  It  operates  today  as  a  federa- 

1  For  a  detailed  description  of  this  pio- 
neer association,  see  Carpenter,  G.  Alvin. 
The  Organization  and  Operation  of  the 
Utah  State  Canning  Crops  Association, 
Bulletin  394,  Utah  State  University, 
Logan,  September  1956. 


tion  of  11  local  associations,  the 
first  of  which  was  the  Cache  Coun- 
ty (Utah)  Pea  Growers  Associa- 
tion, incorporated  in  1921. 

In  1921,  cling  peach  growers  in 
California  organized  the  first  fruit 
bargaining  cooperative,  the  Cali- 
fornia Canning  Peach  Growers, 
Inc.  This  bargaining  association, 
which  was  reorganized  in  1936,  is 
operating  today  as  the  California 
Canning  Peach  Association,  Inc. 
In  terms  of  both  tonnage  and  farm 
value  of  the  commodity  negotiated 
for  members,  it  continues  the  larg- 
est of  all  fruit  and  vegetable  bar- 
gaining cooperatives. 

Both  of  these  pioneer  coopera- 
tives, leaders  in  their  respective 
lields,  have  served  as  models  for 
and  provided  assistance  to  many  of 
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the  associations  organized  in  recent 
years. 

It  was  not  until  about  the  period 
of  World  War  II  that  interest  in 
the  bargaining  type  of  cooperative 
began  to  develop  and  grow  among 
producers  of  fruits  and  vegetables 
for  processing.  Although  experi- 
ence with  this  type  of  marketing 
cooperative  dates  back  nearly  40 
years,  only  one  other  association — 
The  Decatur  Green  Asparagus  As- 
sociation, Inc.2  was  organized  be- 
fore 1940. 

However,  except  for  4  years,  at 
least  one  association  was  formed 
each  year  from  1940  through  1957. 
And  the  trend  in  number  of  as- 
sociations formed  has  been  growing 
at  an  increasing  rate  (table  1  and 
figure  1).  During  the  war  period 
5  associations  were  formed,  and  in 
the  next  5 -year  period,  1945-49,  7 
other  associations  were  organized. 
All  but  one  of  these  associations 
formed  in  the  1940 ?s  were  organ- 
ized by  vegetable  growers. 

From  1950-54,  5  more  were  or- 

2  Since  1953,  named  Michigan  Aspara- 
gus Growers  Cooperative  Association, 
Inc.,  Lawrence. 


ganized — 1  by  vegetable  growers 
and  4  by  fruit  growers.  In  the  past 
3  years,  1955  through  1957,  15  as- 
sociations were  organized — 6  by 
vegetable  growers  and  9  by  fruit 
growers.  Four  were  organized  in 
1955,  6  in  1956,  and  5  in  1957. 

Thus,  by  the  beginning  of  1958, 
a  total  of  35  fruit  and  vegetable 
bargaining  cooperatives  had  been 
organized.  While  the  earliest  as- 
sociations elate  back  almost  40 
years,  one-third  of  the  associations 
were  organized  in  the  1940's  and 
nearly  two -thirds  thus  far  in  the 
1950's. 

Interest  is  continuing  in  the  bar- 
gaining type  of  cooperative.  In  ad- 
dition to  the  associations  that  have 
been  organized,  at  least  15  other 
grower  groups  are  thought  to  be 
considering  the  formation  of  bar- 
gaining associations,  or  are  even 
operating  on  an  informal  basis. 
This  includes  7  fruit  grower  groups, 
and  8  vegetable  grower  groups. 

Present  Status 

The  35  bargaining  cooperatives 
organized  by  growers  of  fruits  and 


Table  1 . — Number  of  fruit  and  vegetable  bargaining  cooperatives  organized, 
by  time  periods,  1919  through  1957 


Time 

Vegetable  cooperatives 

Fruit  cooperatives 

Total 

period 

Organ- 

Discon- 

Cumu- 

Organ- 

Discon- 

Cumu- 

Organ- 

Discon- 

Cumu- 

ized 

tinued 

lative 

ized 

tinued 

lative 

ized 

tinued 

lative 

net 

net 

net 

1919  

1 

1 

1 

1 

1920-24  

1 

1 

1 

1 

2 

1925-29  

1 

1 

2 

1930-34  

i 

2 

1 

i 

3 

1935-39  

2 

1 

3 

1940-44  

5 

7 

1 

5 

8 

1945-49  

6 

1 

12 

I 

2 

7 

1 

14 

1950-54. __. 

1 

3 

10 

4 

6 

5 

3 

16 

1955-57  

6 

1 

15 

9 

15 

15 

1 

30 

Total  

20 

5 

15 

35 

5 
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Figure  1 

NUMBER  OF  FRUIT  AND  VEGETABLE  BARGAINING 
COOPERATIVES,  1919  THROUGH  1957 
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vegetables  for  processing  are  listed 
in  appendix  table  1.  This  table 
names  all  those  known  to  have  been 
organized  by  the  end  of  1957,  and 
gives  their  location,  State  (s) 
served,  year  organized,  and  com- 
modities represented.  The  list  does 
not  include  any  of  the  15  grower 
groups  previously  mentioned  that 
are  considering  the  formation  of  a 
bargaining  association. 

Stage  of  Development 

While  appendix  table  1  lists  those 
cooperatives  that  have  been  organ- 
ized, perhaps  a  clearer  picture  of 
their  present  status  can  be  seen  by 
examining  the  various  stages  in 
their  development.  This  is  espe- 
cially useful  in  view  of  the  recent 
origin  of  many  of  them. 

The  processes  growers  have  used 
in  developing  an  association  to  ne- 
gotiate for  the  sale  of  their  crop 
to  processors  can  be  characterized 


by  several  stages  of  development. 

In  the  first  stage,  which  might  be 
called  the  Information  Stage,  a 
group  of  growers  join  together, 
sometimes  as  a  section  of  a  com- 
modity or  general  farm  organiza- 
tion, to  provide  themselves  a  better 
source  of  information  on  price  and 
various  factors  affecting  price,  and 
on  other  contract  terms.  By  de- 
veloping, as  a  group,  a  broader  and 
better  source  of  information  than 
is  available  to  them  as  individuals, 
the  growers  are  in  a  better  position 
when  they  negotiate  as  individuals 
with  processors. 

While  the  additional  information 
they  have  is  useful  to  them,  growers 
often  then  begin  to  consider  a  fur- 
ther step  in  joint  action.  The  In- 
formation Stage  is  followed  by  the 
Organization  Stage.  Growers  de- 
cide that  they  can  strengthen  their 
bargaining  position  by  organizing 
an  association  through  which  they 
can  negotiate,  as  a  group,  with 
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processors.3  Thus  a  bargaining  co- 
operative is  organized. 

However,  there  is  a  critical  next 
step  involved — the  organization 
must  become  a  "going  concern." 
That  is,  it  must  get  recognition 
from  processors  that  the  association 
is  the  bargaining  agent  of  its  mem- 
ber-growers, and  it  must  actually 
negotiate  with  the  processors  for 
sale  of  the  members'  crops.  If  the 
association  is  recognized  and  con- 
tinues to  negotiate  with  processors, 
it  has  become,  in  fact,  a  bargaining 
cooperative.  If,  however,  the  asso- 
ciation cannot  make  this  critical 
step,  the  organization  may  dissolve 
and  go  out  of  existence. 

In  reviewing  the  status  of  fruit 
and  vegetable  bargaining  coopera- 
tives at  the  end  of  1957,  we  find  as- 
sociations at  each  of  these  stages  of 
development.  Most  of  the  15 
grower  groups  previously  men- 
tioned that  are  considering  forma- 
tion of  a  bargaining  cooperative 
can  be  classified  as  being  in  the  in- 
formation stage.  While  consider- 
ing the  feasibility  of  a  bargaining 
cooperative,  the  growers,  in  the 

3  This  assumes  that  other  alternatives, 
such  as  forming  a  processing  cooperative, 
are  not  considered  feasible. 


meantime,  are  jointly  obtaining 
price  and  other  economic  and  mar- 
keting information  of  use  to  them 
in  their  individual  negotiations 
with  processors.  Of  course,  there 
are  quite  possibly  other  groups  in 
this  same  stage  of  development  but 
which  have  not  come  to  our  atten- 
tion. 

All  the  35  associations  listed  in 
appendix  table  1  entered  the  second 
stage  by  organizing  an  association 
whose  primary  purpose  was  nego- 
tiation with  processors  for  the  sale 
of  members'  crops.  These  included 
20  vegetable  associations  and  15 
fruit  associations. 

Of  these  35  associations,  12  are 
still  in  the  organization  stage — 
that  is,  they  are  organized  but  are 
not  yet  negotiating  with  processors 
(table  2) .  While  3  of  these  12  as- 
sociations were  organized  late  in 
the  1957  season,  5  have  been  in  the 
organization  stage  for  about  2 
years  and  2  for  more  than  8  years. 
Two  associations  had  previously 
negotiated  with  processors  but  were 
not  doing  so  at  the  end  of  1957. 

Of  the  35  bargaining  associations, 
18  can  be  classified  as  "going  con- 
cerns"— that  is,  they  were  carry- 
ing on  negotiations  for  members  at 


Table  2. — Fruit  and  vegetable  bargaining  cooperatives,  by  stage  of  develop- 
ment, at  end  of  1957 


Vegetable 

Fruit  co- 

Stage of  development 

coopera- 
tives 

operatives 

Total 

Number  Number  Number 

Negotiating                                                                10  2g  18 

Not  yet  nogotiating                                                     1 5  7  12 

No  longer  negotiating                                                    5  _  5 

Total                                                               20  15  35 


1  Includes  two  associations  that  negotiated  in  previous  years  but  are  not  currently 
negotiating. 

2  Includes  1  federated  association  that  coordinates  the  negotiating  activities  of  its 
2  member  associations  but  does  not  negotiate  itself. 
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the  end  of  1957  (table  2).  These 
included  10  vegetable  associations 
and  8  fruit  associations. 

Of  the  35  associations  that  have 
been  organized,  5  are  no  longer  ne- 
gotiating (table  2).  They  dis- 
solved after  an  unsuccessful  at- 
tempt to  negotiate  during  the  year 
they  were  organized  or  after  sev- 
eral years  of  unsatisfactory  opera- 
tion. Vegetable  growers  organized 
each  of  these  five  associations. 

Thus,  in  summarizing  the  stage 
of  development  of  fruit  and  vege- 
table bargaining  cooperatives  at 
the  end  of  1957,  at  least  15  fruit 
and  vegetable  grower  groups  were 
considering  a  bargaining  associa- 
tion. Of  the  35  associations  that 
had  been  organized,  12  were  still 
in  the  organization  stage,  18  were 
negotiating  with  processors,  and  5 
had  been  dissolved. 

Further  aspects  of  the  status  of 
these  associations  are  seen  in  an  ex- 
amination of  their  location,  the 
area  served,  the  commodities  repre- 
sented, the  number  of  grower-mem- 
bers, and  the  value,  tonnage,  and 
proportion  of  commodities  they 
represent.  The  following  descrip- 
tion of  these  aspects  is  based  on  the 
18  associations  that  are  negotiating, 
or  on  these  associations  plus  the  12 
that  are  organized  but  not  yet  ne- 
gotiating. 


Location 

While  scattered  from  coast  to 
coast,  at  the  end  of  1957  the  fruit 
and  vegetable  bargaining  coopera- 
tives were  concentrated  in  the 
major  areas  producing  vegetables 
and  deciduous  fruits  for  processing 
(table  3  and  figure  2).  Of  the  30 
bargaining  associations,4  16,  or 
over  one-half,  were  located  on  the 
west  coast — 10  in  the  Pacific  North- 
west, 5  in  California,  and  1  covered 
all  3  States.  Seven,  or  nearly  one- 
fourth,  were  located  in  the  North 
Central  States  in  the  general  area 
of  the  Great  Lakes.  Six  other  as- 
sociations were  in  the  Middle  and 
South  Atlantic  States,  and  one  as- 
sociation was  in  the  Mountain 
States,  bordering  the  Great  Salt 
Lake. 

The  fruit  associations  were  con- 
centrated on  the  west  coast,  with  11 
of  the  15  located  in  California,  Ore- 
gon, and  Washington.  The  largest 
numbers  of  vegetable  associations 
were  in  the  North  Central  States 
and.  on  the  west  coast,  each  region 
having  a  third  of  the  associations. 
About  one-fourth  of  the  vegetable 
bargaining  cooperatives  were  in  the 
Middle  and  South  Atlantic  States. 


4  Includes  18  negotiating  associations 
and  12  that  have  organized  but  are  not 
yet  negotiating. 


Table  3. — Number  of  fruit  and  vegetable  bargaining  cooperatives,  by  geo- 
graphic regions  and  the  United  States,  end  of  1957 


Geographic  regions 


Middle  Atlantic  

South  Atlantic  

North  Central  

Mountain  

Pacific  

United  States. 


Vegetable 

Fruit 

Total 

cooperatives 

cooperatives 

3 

1 

4 

1 

1 

2 

5 

2 

7 

1 

0 

1 

5 

11 

16 

15 

15 

30 

6 


Area  Served 

Nearly  three- fourths  of  the  30 
bargaining  associations  were  set  up 
in  the  major  producing  sections 
within  the  boundaries  of  one  State. 
Eleven  of  the  15  fruit  associations, 
and  11  of  the  15  vegetable  associa- 
tions had  members  in  only  one 
State.  Four  associations  had  mem- 
bers in  2  States,  2  had  members  in 
3  States,  1  had  members  in  4  States, 
and  1  in  5  States.  Each  of  the  five 
discontinued  associations  attempted 
to  operate  only  within  one  State. 
In  total,  the  30  bargaining  associa- 
tions had  members  in  18  different 
States.  If  the  five  discontinued  as- 
sociations are  included,  the  total 
number  of  States  represented  would 
be  19. 

Commodities  Represented 

Bargaining  associations  had  been 
organized  to  negotiate  for  the  sale 
of  9  different  vegetables  and  6  dif- 


ferent fruits  (table  4).  Consider- 
ing only  those  associations  negotiat- 
ing at  the  end  of  1957,  the  totals 
were  6  different  vegetables  and  4 
different  fruits.  The  most  impor- 
tant vegetables,  on  the  basis  of  ton- 
nage, farm  value,  and  number  of 
associations  currently  negotiating 
for  them  were  tomatoes  and  peas. 
For  fruit  associations,  peaches  and 
pears  were  the  most  important. 

All  the  fruit  associations  were 
operating  on  a  one-commodity 
basis.  Fifteen  of  the  20  vegetable 
associations  also  represented — that 
is  negotiated  for  the  sale  of — only  1 
vegetable  for  their  members.  How- 
ever, 2  associations  each  represented 
2  different  vegetables,  1  association 
represented  3  different  vegetables, 
and  2  other  associations  each  repre- 
sented 4  different  vegetables.  Each 
of  the  five  discontinued  vegetable 
associations  were  on  a  one- com- 
modity basis. 

Two  of  the  California  fruit  asso- 
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Table  4. — Commodities  represented  by  fruit  and  vegetable  bargaining  coopera- 
tives, at  end  of  1957 


Number  of  cooperatives 

Commodities 

Total 

Negotiating       Not  yet     ;    No  longer 

J  negotiating  negotiating 

Vegetable  cooperatives 


Tomatoes   6                   1  3  10 

Peas   5  117 

Sweet  corn   3                   1  _  4 

Asparagus   1                  2  _  3 

Cabbage   2  _  2 

Snap  beans   1                  _  _  1 

Sweet  potatoes   1                   _  _  1 

Beets   1  _  1 

Lima  beans   1  1 

Fruit  cooperatives  2 

Peaches   3                  _  _  3 

Pears   3                  _  _  3 

Apples   3  _  3 

Berries   1                  2  _  3 

Cherries   2  _  2 

Figs   1                  -  .  1 


1  Total  does  not  equal  number  of  associations  since  2  each  represented  4  different 
vegetables,  1  represented  3  vegetables..  2  represented  2  vegetables,  and  15  each  repre- 
sented 1  vegetable. 

2  Each  fruit  association  represented  one  fruit  for  its  members. 


ciations  handled  commodities  cov- 
ered by  State  agricultural  market- 
ing orders.5  These  commodities 
were  cling  peaches  and  Bartlett 
pears.  The  State's  director  of  ag- 
riculture administered  the  market- 
ing orders  with  the  assistance  of 
advisory  boards  composed  of  repre- 
sentatives of  producers  and  proces- 
sors. Through  these  a  d  v  i  s  o  r  y 
boards  the  bargaining  associations 
represented  the  views  of  their 
grower-members.  The  cling  peach 
order  and  the  several  orders  deal- 
ing with  pears  permitted  regulation 
of  the  volume  of  commodity,  as 

5  Hoos,  Sidney.  Economic  Objec  tives  and 
Operations  of  California  Agricultural 
Marketing  Orders,  Mimeo.  Report  No. 
196,  Oiannini  Foundation  of  Agricul- 
tural Economics,  University  of  Califor- 
nia. May  11M7.  This  report  also  con- 
tains a  selected  bibliography  on  market- 
ing orders. 


well  as  regulation  of  grade  or  size 
or  both.  Other  important  pro- 
visions were  for  commodity  promo- 
tion and  research. 

Xone  of  the  other  commodities 
handled  by  bargaining  associations 
were  under  State  or  Federal 
marketing  orders.  However,  free- 
stone peach  growers  had  formally 
discussed  such  an  order,  and  vari- 
ous other  fruit  and  vegetable  asso- 
ciations had  considered  the  possi- 
bilities of  both  State  and  Federal 
orders  for  their  commodities.  A 
number  of  the  fruit  associations 
also  participated  in  various  com- 
modity promotion  programs. 

Number  of  Members 

Nearly  15,000  growers  were  mem- 
bers of  the  16  fruit  and  vegetable 
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Table  5. — Membership  of  fruit  and  vegetable  bargaining  cooperatives,  by  size 

groups,  1956  season 


Vegetable 

Fruit 

Number  of  members 

cooperatives 

cooperatives 

Total 

Number  Number  Number 


Under  100   3  1  4 

100  to  499   1  3  4 

500  to  999   2  _  2 

1,000  to  1,499   1  3  4 

1,500  to  1,999   1  _  1 

2,000  and  over   1  _  1 


Total   9  7  16 


bargaining  cooperatives  6  that  ne- 
gotiated with  processors  during  the 
1956  season.  This  included  4,600 
fruit  growers  and  10,300  vegetable 
growers.  In  addition  to  these  indi- 
vidual memberships,  three  of  the 
fruit  associations  on  the  west  coast 
also  included,  as  a  block,  the  mem- 
bership of  several  fruit  shipper 
and  handler  cooperatives.  Also 
additional  memberships  were  held 
by  some  growers  who  were  under 
"term  contracts"  with  processors, 
but  who  wanted  to  support  the 

6  Of  the  18  associations  classified  as  ne- 
gotiating, 1  vegetable  association  is  not 
included  here  since  it  began  its  opera- 
tions with  the  1957  season,  and  1  feder- 
ated fruit  association  is  not  included  to 
avoid  duplication. 


activities  of  the  bargaining  coop- 
erative and  planned  to  become 
members  when  their  "term  con- 
tract" expired. 

Pacific  States  Canning  Pear 
Marketing  Association,  Inc.,  is  a 
federation  and  thus  had  as  its  mem- 
bership the  two  pear  cooperatives.7 

Size  of  membership  in  the  in- 
dividual bargaining  associations  in 
1956  ranged  from  under  100  to 
more  than  5,000  member-growers. 
However,  8  of  the  16  associations, 


7  Although  the  Utah  State  Canning- 
Crops  Association,  Inc.,  is  a  federation 
of  11  local  associations,  the  individual 
memberships  are  used  in  the  tabulation 
since  in  practice  the  negotiations  are 
made  on  a  statewide  basis  by  the  State 
association. 


Table  6. — Farm  value  of  crops  represented  by  fruit  and  vegetable  bargaining 
cooperatives,  by  size  group,  1956  season 


Farm  value  of  crops 

Vegetable 

Fruit  co- 

Total 

cooperatives 

operatives 

$1,000  Number  Number  Number 

Under  1,000   1  2  3 

1,000  to  2,499   3  3  6 

2,500  to  4, 999   3  -  3 

5,000  to  9,999   2-2 

10,000  and  over   -  2  2 


Total   9  7  16 


9 


or  one-half,  had  memberships  of 
under  500  (table  5).  This  applied 
to  both  vegetable  associations  and 
fruit  associations.  The  3  larger 
fruit  associations  each  had  between 
1,000  and  1,499  members,  while  the 
5  larger  vegetable  associations  had 
memberships  that  ranged  from  500 
to  more  than  5,000  members.  The 
average  membership  was  663  for 
the  fruit  associations,  1,141  for  the 
vegetable  associations,  and  932  for 
all  the  associations. 

Value  of  Commodities  Represented 

The  farm  value  of  crops  repre- 
sented by  the  16  fruit  and  vegetable 
bargaining  cooperatives  in  the  1956 
negotiations  totaled  approximately 
$61  million.  The  7  fruit  associa- 
tions represented  crops  valued  at 
about  $33  million,  with  9  vegetable 
associations  representing  a  farm 
value  of  about  $28  million. 

Farm  value  of  crops  represented 
by  individual  associations  in  1956 
ranged  from  under  $100,000  to 
more  than  $16  million.  However, 
the  largest  number  of  associations 
represented  crops  having  a  farm 
value  of  between  $1  million  and 


$2.5  million,  with  9 — or  slightly 
more  than  half  of  the  associations — 
representing  between  $1  million 
and  $5  million  (table  6). 

There  were  3  associations  under 
$1  million  and  4  associations  with 
crop  value  of  $5  million  and  over. 
This  size  distribution  applied  to 
both  fruit  and  vegetable  associa- 
tions. However,  the  2  largest  vege- 
table associations  were  in  the  $5-  to 
$10-million  category  while  the  2 
largest  fruit  associations  repre- 
sented crops  valued  at  over  $10  mil- 
lion. This  larger  size  of  the  two 
fruit  associations  is  reflected  in  the 
average  farm  value  represented  by 
the  associations:  $4.7  million  for 
the  fruit,  and  $3.1  million  for  the 
vegetable  associations.  The  aver- 
age farm  value  of  crops  represented 
by  the  16  associations  was  $3.8 
million. 

Tonnage  Represented 

Crops  represented  by  the  16  asso- 
ciations in  1956  totaled  just  over  2 
million  tons,  with  fruit  and  vege- 
table associations  each  representing 
about  1  million  tons. 

Range  in  tonnage  represented  by 


Participants  at  one  of  the  national  conferences  held  to  discuss  mutual  problems  involved  in 
organizing  and  operating  fruit  and  vegetable  bargaining  cooperatives. 
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Table  7. —  Tonnage  of  crops  represented  by  fruit  and  vegetable  bargaining 
cooperatives,  by  size  groups,  1956  season 


Tonnage  of  crops 

Vegetable  Fruit 
cooperatives  J  cooperatives 

Total 

Under  10 

1,000  tons 

Number 

1 

Number 

2 

Number 

2 

10  to  50 

4 

3 

7 

50  to  100 

3 

3 

100  to  150 

2 

1 

3 

150  and  over 

1 

1 

Total 

9 

7 

16 

individual  associations  was  from 
under  2,000  tons  to  over  200,000 
tons.  The  largest  number  of  both 
fruit  and  vegetable  associations, 
however,  represented  between  10,- 
000  and  50,000  tons  (table  7).  Aver- 
age tonnage  of  the  fruit  associa- 
tions was  64,000  tons  as  compared 
with  an  average  of  62,000  tons  for 
the  vegetable  associations. 

Proportion  Represented 

While  the  absolute  volume  of  the 
crops  represented  by  an  association 
is  important,8  more  important  to 
the  bargaining  position  of  an  asso- 
ciation is  the  relative  volume — that 
is,  the  proportion  or  percentage  of 
the  total  tonnage  of  a  particular 
crop  in  a  specific  market  area  that 
is  signed  up  with  the  association. 
For,  in  a  given  market  situation, 
the  higher  the  percentage  signed 
up,  the  stronger  the  bargaining 
position  of  the  association. 

An  accurate  measure  of  the  pro- 
portions of  total  crops  signed  up  by 
the  various  associations  is  difficult 
to  obtain  for  these  reasons :  (1)  Ac- 
curate, up-to-date  crop  estimates  on 
production  and  farm  value  of  spe- 
cific fruits  and  vegetables  are  gen- 


8  A  certain  minimum  volume  is  needed 
to  finance  the  salaries  and  other  operat- 
ing expenses  of  the  association  and,  prob- 
ably, to  attract  customers. 


erally  unavailable  for  areas  smaller 
than  a  State  as  well  as  for  some 
crops  on  a  statewide  basis;  (2) 
areas  served  by  associations  do  not 
always  follow  county  lines;  (3)  any 
one  figure  representing  the  propor- 
tion signed  up  by  an  association 
can  give  only  an  average  picture 
for  the  situation  while,  within  the 
area  served  by  an  association,  the 
proportions  may  vary  considerably ; 
and  (4)  data  on  the  proportion  of 
a  crop  grown  by  processors  is  gen- 
erally available  only  through  ap- 
proximation. 

With  these  limitations  in  mind, 
the  following  estimates  are  pre- 
sented on  the  proportions  of  crops 
signed  up  by  individual  associations 
in  the  area  served  by  each  associa- 
tion— that  is,  the  State  or  counties 
having  growers  signed  up  as  mem- 
bers in  the  association.  Tonnage 
and  dollar  volumes  represented  are 
from  the  records  of  the  associations, 
and  figures  on  production  and  farm 
value  for  the  areas  served  by  the 
associations  are  from  United  States 
Department  of  Agriculture  crop 
estimates,9  adjusted  by  county  data 


9  Vegetables — Processing,  1957  Annual 
Summary,  Crop  Reporting  Board,  Agri- 
cultural Marketing  Service,  U.  S.  Dept. 
of  Agr.,  December  17,  1957.  Fruits — Non- 
citrus,  by  States,  1955  and  1956,  Crop 
Reporting  Board,  Agricultural  Marketing 
Service,  U.  S.  Dept.  of  Agr.,  July  1957. 
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Table  8. — Tonnage  of  crops  represented  by  fruit  and  vegetable  bargaining 
cooperatives  as  percentage  of  total  tonnage  produced  in  areas  served  by 
associations,  1956  season 


Proportion  of  crops  represented 

Vegetable 
cooperatives 

Fruit 
cooperatives 

Total 

Percent 

Under  25  

25  to  50  

50  to  75  

75  and  over 

Number 

4 
2 
3 

Number 

2 
3 
2 

Number 

2 
7 

4 
3 

Total  

9 

7 

16 

from  the  1954  Census  of  Agricul- 
ture10 where  associations  served 
areas  less  than  statewide. 

Of  total  tonnage  produced  in 
areas  served  by  bargaining  coopera- 
tives, the  proportion  represented  by 
these  associations  ranged  from 
under  10  percent  to  over  90  percent. 
However,  7  of  the  16  associations, 


10 U.  S.  Census  of  Agriculture:  1954, 
Bureau  of  the  Census,  U.  S.  Dept.  of  Com. 


An  important  processing  fruit  represented  for 
many  years  by  a  bargaining  cooperative  is 
the  cling  peach,  shown  moving  down  the 
sorting  table  of  a  processing  plant. 


or  about  44  percent,  represented 
proportions  between  25  and  50  per- 
cent of  the  total  tonnage  produced 
in  their  area  (table  8).  The  aver- 
age proportion  of  all  the  associa- 
tions was  47  percent. 

While  the  largest  number  of  both 
fruit  and  vegetable  associations 
had  proportions  between  25  and  50 
percent  of  the  total  tonnage  pro- 
duced in  their  areas,  the  average 
proportion  for  fruit  associations 
was  40  percent  as  compared  with 
an  average  of  55  percent  for  vege- 
table associations.  This  higher  per- 
centage reflects  the  relatively  larger 
number  of  vegetable  associations 
representing  proportions  of  over  50 
percent  of  the  total  tonnage  pro- 
duced in  their  area.  Two  of  the 
vegetable  associations  represented 
proportions  of  over  90  percent.11 

Although  the  proportions  signed 
up  with  bargaining  associations  in 
the  areas  they  served  averaged 
higher  for  vegetable  associations 
than  for  fruit  associations,  the  op- 
posite was  the  case  when  the  ton- 
nage signed  up  with  bargaining  as- 
sociations was  compared  with  the 

11  The  farm  value  of  the  crops  repre- 
sented by  associations  as  a  proportion  of 
the  t<>t;il  farm  value  of  those  crops  pro- 
duced in  the  areas  served  by  the  associa- 
tions were  nearly  identical  to  these  pro- 
portions on  a  tonnage  basis. 
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total  United  States  tonnage  pro- 
duced for  processing.  In  1956, 
fruit  bargaining  cooperatives  rep- 
resented an  estimated  44  percent  of 
the  Bartlett  pears,  41  percent  of  the 
cling  peaches,  and  26  percent  of  the 
freestone  peaches  produced  in  the 
Nation.  On  the  other  hand,  vege- 
table associations  represented  an 
estimated  29  percent  of  the  peas,  8 
percent  of  the  tomatoes  ( 18  percent 
excluding  California),  and  2  per- 
cent of  the  sweet  corn  produced 
nationwide. 

Some  Factors  Related  to 
Development 

The  growing  interest  in  bargain- 
ing cooperatives  by  producers  of 
fruits  and  vegetables  for  process- 
ing appears  to  be  closely  related 
to  characteristics  of  the  food  proc- 
essing industry  and  changes  de- 
veloped in  that  industry  since 
World  War  II.  Changes  occur- 
ring at  the  retail  level  have  affected 
wholesalers  and  processors  and,  in 
turn,  suppliers  of  the  raw  prod- 
uct— that  is,  the  growers. 

Economic  Forces 

Faced  with  rising  costs  during 
and  following  World  War  II,  and 
recognizing  the  influence  of  a  grow- 
ing population,  farsighted  retailers 
changed  and  expanded  the  retail 
distribution  system.  The  individ- 
ual store  grew  into  the  supermarket  . 
Expansion  was  also  carried  out 
through  forming,  enlarging,  and 
merging  chains  of  retail  stores. 
The  following  figures  show  the 
characteristics  and  spectacular 
growth  in  the  retail  distribution  of 
food.  According  to  Bureau  of  the 
Census  information,  the  total  num- 
ber of  food  stores  in  the  country  de- 
clined from  561,000  in  1939  to  385,- 
000    in    1954.    Average  annual 


volume  per  store  increased  from 
$18,000  to  $103,000.  Total  volume 
of  food-store  business  increased 
from  $10  billion  to  $38  billion  over 
the  15-year  period. 

In  1956,  according  to  trade 
sources,12  the  310,000  retail  stores 
comprising  the  industry  had  gro- 
cery sales  totaling  a  record  high  of 
$42.5  billion.  Supermarkets — those 
doing  over  $375,000  a  year — ac- 
counted for  9  percent  of  the  stores, 
but  had  over  62  percent  of  total 
sales.  Superettes — those  doing 
from  $75,000  to  $375,000— did  28 
percent  of  the  business  with  23  per- 
cent of  the  stores.  Small  estab- 
lishments, which  accounted  for  68 
percent  of  the  stores,  had  only  10 
percent  of  the  sales.  Combining 
the  supers  and  the  superettes,  32 
percent  of  the  stores  had  90  percent 
of  the  grocery  sales  in  1956. 

In  1952,  supermarkets  totaling 
16,540  had  a  43  percent  share  of 
the  market;  in  1956,  there  were 
27,100  supers  with  62  percent  of 
total  sales.  Another  way  of  show- 
ing this  change  in  the  character  of 
retail  food  distribution  is  the  num- 
ber of  stores  required  for  70  percent 
of  total  sales.  In  1939  the  num- 
ber was  112,000,  while  in  1954  only 
46,800  stores  were  required  for  dis- 
tribution of  70  percent  of  sales. 
Estimates  place  this  number  at 
25,000  by  1960. 

The  number  of  items  handled  by 
a  retail  food  store  rose  from  800  in 
1930  to  more  than  5,000  in  1956. 
This  may  reach  6,000  by  1960,  with 
convenience  foods  and  nonfood 
items  accounting  for  much  of  the 
increase. 

Along  with  this  growth  in  size  of 
firms  in  the  food  business  has  come 


12  Super marketing,  USA,  1957,  Seventh 
Biennial  Grocery  Study,  This  Week 
Magazine,  1957. 
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an  integration — an  interlocking — 
of  functions.  Food  marketing  has 
become  more  and  more  an  inte- 
grated system  of  product  planning, 
procurement,  manufacturing,  and 
merchandising. 

These  changes  at  the  retail  level 
have  had  an  influence  on  companies 
that  supply  processed  goods  to  re- 
tailers. Processors  have  had  to 
adapt  to  large-scale  buying  on  a 
specification  basis,  along  with  add- 
ing new  services  required  by  mass 
distribution.  An  example  is  the 
shifting  of  the  burden  of  carrying 
inventories  from  the  chains  back  to 
the  processors. 

Where  chains  used  to  carry  an  in- 
ventory of  2-  to  3-month  sales,  they 
now  carry  only  a  1-month  supply. 
In  addition,  processors  are  faced 
with  increased  competition  from 
new  food  products,  as  well  as  new 
distributor  brands,  and  rising  costs 
such  as  for  labor  and  tinplate. 

These  changes  and  pressures  led 
to  expansion  and  merger  in  the 
processing  sector  of  the  food  in- 
dustry, as  shown  by  the  following 
figures.13 

The  value  of  shipments  of 
canned  fruits  and  vegetables  rose 
from  $1.6  billion  in  1947  to  $2.2 
billion  in  1954.  During  the  same 
7-year  period  the  number  of  can- 
ning companies  declined  from  1,856 
to  1,461.  The  four  largest  canners 
accounted  for  27  percent  of  total 
shipments  of  the  industry  in  1947 
and  for  28  percent  in  1954.  The  20 
largest  canners  in  the  industry  ac- 
counted for  46  percent  of  the  total 
business  in  1947  and  52  percent  in 
1954.  The  average  canner  in  1954 
had  a  volume  of  $1.5  million  an- 
nually, as  compared  with  $800,000 


13  Concentration  in  American  Industry, 
Report  of  the  Senate  Subcommittee  on 
Antitrust  and  Monopoly,  85th  Congress, 
1st  Session,  Washington,  D.  C,  11)~>7. 


in  1947.  The  average  volume  of 
the  four  largest  canners  in  the  in- 
dustry in  1954  was  $148  million 
annually. 

Growers  who  produce  fruits  and 
vegetables  for  sale  to  processors 
have  also  felt  the  influence  of  these 
changes  throughout  the  industry 
and  the  individual  grower,  because 
of  various  factors  affecting  his 
competitive  situation,  often  finds 
himself  in  a  weak  bargaining  posi- 
tion.14 The  number  of  processors 
available  to  buy  his  raw  product 
are  getting  fewer  and  fewer,  and 
sometimes  only  one  buyer  is  avail- 
able. In  addition,  processors  who 
are  available  have  become  larger 
and  larger. 

Then,  too,  the  growers'  crops  are 
usually  bulky  and  perishable;  they 
cannot  be  transported  long  dis- 
tances to  other  markets  nor  stored 
for  any  period  of  time  to  lengthen 
the  marketing  season.  Often  the 
crops  must  be  in  a  processed  form 
before  they  are  suitable  for  con- 
sumer use  so  the  number  of  alterna- 
tive uses  is  limited. 

In  addition,  the  grower  often 
lacks  both  adequate  information  on 
prices  and  factors  influencing  price 
and  understanding  of  the  various 
terms  contained  in  the  contract 
used  by  processors  in  buying  his 
crop. 

Grower-processor  contracts  have 
long  been  used  in  most  processing 
areas  to  enable  processors  to  pur- 
chase their  supply  of  raw  product 
in  advance  of  the  planting  or  har- 
vesting season.  Use  of  such  con- 
tracts  arises  from   the  need  of 


14  Even  though  the  number  of  farms  is 
decreasing  and  the  average  size  of  farm 
is  increasing,  there  is  still  considerable 
variation  in  size  of  operation  between 
growers  and  processors,  and  the  number 
of  growers  continues  relatively  Large 
in  comparison  with  the  number  of 
processors. 
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processors  to  assure  themselves  an 
adequate  supply  and  flow  of  raw 
products  for  efficient  and  low-cost 
operation  of  their  plants.  Since 
processing  crops  are  highly  perish- 
able and  have  short  harvesting  sea- 
sons, contracts  provide  a  coordinat- 
ing device — a  form  of  vertical 
integration — to  guide  the  flow  of 
commodities  between  the  produc- 
tion and  processing  stages  of  the 
food  industry. 

The  grower-processor  contracts 
also  serve  as  a  pricing  mechanism, 
and  the  price  and  other  terms  of 
sale  contained  in  them  are  of  major 
importance  to  growers'  returns.15 
The  contract  price  is  determined  by 
negotiations  between  the  buyer 
(processor)  and  the  seller  (grower) 
with  the  competitive  position — or 
bargaining  strength — of  each  in- 
fluencing the  level  at  which  price 
is  set. 

In  an  industry  with  character- 
istics such  as  those  previously  de- 
scribed— few  buyers  and  many  sell- 
ers, perishable  crops  with  short 
marketing  seasons,  and  lack  of  in- 
formation on  price — the  market  is 
essentially  local  in  nature  and  the 
seller  is  usually  at  a  competitive 
disadvantage.  This  is  in  contrast 
to  the  market  situation  for  other 
commodities  such  as  wheat,  corn, 
or  cotton,  which  are  sold  in  Na- 
tional, or  even  worldwide,  markets. 
Here  there  are  relatively  more  buy- 
ers, the  commodities  are  storable, 
and  considerable  price  information 
is  available.  Thus  the  competitive 
position  of  the  buyer  and  seller  are 
more  nearly  equal. 

Their  relatively  weak  competitive 
situation  has  caused  many  proc- 

15  See  footnote  31,  page  33  for  a  list  of 
studies  that  have  been  made  of  the  pro- 
visions of  these  contracts  and  their  effects 
on  growers'  returns. 


essing  crop  growers  to  seek  meth- 
ods of  strengthening  their  bargain- 
ing position.  Where  other  alterna- 
tives, such  as  production  of  other 
crops,  formation  of  a  processing  co- 
operative,16 or  Government  pro- 
grams do  not  seem  feasible,  many 
growers  have  turned  to  cooperatives 
of  the  bargaining  type. 

Through  formation  of  a  bargain- 
ing association,  individual  growers 
voluntarily  agree  to  market  their 
crops  jointly.  Thus,  by  horizon- 
tally integrating  their  marketing 
functions,  the  number  of  sellers  in 
the  market  is  reduced.  Price  deter- 
mination is  then  a  matter  of  nego- 
tiation— or  higgling — between  one 
or  a  few  sellers  and  one  or  a  few 
buyers.  While  there  is  a  range 
within  which  price  must  be  nego- 
tiated,17 the  actual  level  of  the  price 
will  depend  on  the  relative  bargain- 
ing strength  of  both  the  buyer  and 
the  seller.  Where  a  bargaining  as- 
sociation has  sufficient  tonnage 
signed  up  and  adequate  marketing 
and  economic  information,  the  bar- 
gaining strength  of  the  seller  (as- 

16  While  there  are  nearly  100  fruit  and 
vegetable  processing  cooperatives,  none 
of  the  bargaining  associations  had  proc- 
essing facilities.  However,  in  the  1957 
season,  two  of  the  fruit  associations  had 
portions  of  their  tonnage  canned  or  frozen 
for  them  as  a  means  of  improving  their 
competitive  position.  In  addition,  the 
California  Canning  Peach  Association  is 
sponsoring  the  formation  of  a  large  proc- 
essing cooperative,  California  Canners 
and  Growers,  Inc.  (Cal-Can),  San  Fran- 
cisco. For  further  information  on  Cal- 
Can,  see  Blasser,  Earl  "Processing  Activi- 
ties", Proceedings  of  the  Second  National 
Conference  on  Fruit  and  Vegetable  Bar- 
gaining Cooperatives,  unnumbered  report, 
Farmer  Cooperative  Service,  U.  S.  Dept. 
of  Agr.,  1958. 

17  In  the  long  run,  the  price  cannot  be 
lower  than  the  average  cost  of  the  pro- 
ducer, or  supply  will  disappear.  On  the 
other  hand,  competition  from  processors 
in  other  States  or  regions  sets  the  upper 
limit  to  the  price. 
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sociation)  and  the  buyer  (proces- 
sor) are  more  nearly  equal. 

Legal  Aspects 

Various  economic  forces  have  in- 
fluenced the  development  of  fruit 
and  vegetable  bargaining  coopera- 
tives. J ust  so  has  the  legal  frame- 
work of  our  society  been  important 
to  their  legal  existence  as  an  eco- 
nomic organization  and  to  the 
legality  of  their  operations,  which 
are  directed  towards  influencing 
price  through  joint  action.18 

Until  enactment  of  the  Capper- 
Volstead  Act  in  1922  and  of  laws 
in  every  State  providing  specially 
for  organizing  farmer  coopera- 
tives, such  cooperatives  frequently 
encountered  restraint  of  trade  or 
other  antitrust  problems  even  in 
their  organizational  phase. 

At  the  Federal  level,  the  Capper- 
Volstead  Act  made  it  clear  that 
eliminating  competition  between 
individual  producers,  which  occurs 
when  they  act  together  through  a 
cooperative,  would  not  in  and  of  it- 
self constitute  a  Federal  antitrust 
law  violation.  State  statutes  have 
now  afforded  similar  assurance  for 
State  antitrust  or  restraint  of  trade 
laws. 

To  secure  the  protection  of  the 
Capper- Volstead  Act,  a  cooperative 
must  be  organized  and  operated  so 
as  to  come  within  its  terms.  Gen- 
erally stated,  these  are : 

1.  It  must  be  composed  of  per- 
sons producing  agricultural  prod- 
ucts ; 

2.  It  must  operate  on  a  mutual 
basis  for  the  benefit  of  its  members 
as  producers; 

3.  It  must  not  deal  in  the  prod- 
ucts of  nonmembers  to  an  amount 


18  Other  legal  phases  such  as  incorpo- 
ration, bylaws,  membership  agreements 
and  grower-processor  contracts  are  ex- 
amined in  later  sections. 


greater  in  value  than  those  han- 
dled by  it  for  members ;  and 

4.  It  must  either  allow  each 
member  no  more  than  one  vote  be- 
cause of  the  amount  of  stock  or 
membership  capital  he  may  own,  or 
limit  its  dividends  on  stock  or  mem- 
bership capital  to  8  percent  per 
year.  It  may,  of  course,  conform 
to  both  these  requirements  if  it 
wishes. 

What  benefits  result  to  a  bargain- 
ing cooperative  from  compliance 
with  the  Capper- Volstead  Act? 
All  the  answers  to  this  question 
have  not  yet  been  given  through 
court  interpretation.  However, 
there  are  some  benchmarks. 

First,  as  already  stated,  the 
right  to  organize  without  antitrust 
law  infringement  is  assured. 

Second,  it  seems  reasonably  clear 
that  a  Capper-Volstead  coopera- 
tive can  attain  a  strong  position  in 
a  particular  area  or  product  so 
long  as  it  achieves  this  position  by 
voluntary  attraction  of  member- 
ship and  natural  growth.  Inability 
to  control  production,  the  entry  of 
other  producers,  and  competition 
from  similar  products  from  other 
areas  or  substitute  products  make  it 
almost  impossible,  however,  for  any 
cooperative  to  attain  full  control 
of  supply. 

Third,  the  cooperative  may  use 
its  position  to  enhance  prices. 
However,  if  the  Secretary  of  Agri- 
culture has  reason  to  believe  that 
prices  are  being  "unduly  enhanced" 
he  may  bring  an  administrative 
proceeding  against  the  association. 
If,  following  a  hearing,  he  finds 
that  the  facts  are  as  suspected,  he 
may  issue  an  order  directing  the  as- 
sociation to  cease  and  desist  from 
monopolization  or  restraint  of 
trade.  The  Attorney  General  may 
institute  court  proceedings  to  en- 
force the  Secretary's  order. 
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Fourth,  a  Capper-Yolstead  co- 
operative may  join  with  other  Cap- 
per-Volstead  cooperatives  or  indi- 
vidual farmers  who  are  members  of 
such  other  associations  in  establish- 
ing prices.  This  ruling  was  made  in 
a  recent  criminal  case,  decided  in 
October  1956,  which  the  Depart- 
ment of  Justice  had  brought  against 
the  Maryland  and  Virginia  Milk 
Producers  Association,  Inc.,  of 
Washington,  D.  C,  and  the  Mary- 
land Cooperative  Milk  Producers, 
Inc.,  of  Baltimore,  Md.  It  is  well  to 
remember  that  this  was  a  district 
court  decision  in  a  criminal  case, 
which  was  not  subject  to  appeal. 
Although  the  reasoning  of  the 
court  may  have  considerable  in- 
fluence on  other  courts,  the  Depart- 
ment of  Justice  has  since  filed  a 
civil  complaint  against  the  Mary- 
land and  Virginia  Association 
charging  several  Sherman  Act  vio- 
lations including  this  same  one  of 
conspiracy  to  fix  prices,  so  the  issue 
should  not  be  considered  finally 
settled. 

Fifth,  a  marketing  cooperative 
may  require  purchasers  to  obtain 
their  full  supply  from  the  associa- 
tion, where  the  contracts  are  rea- 
sonably subordinate  to  achievement 
of  the  cooperative's  legitimate  mar- 
keting objectives. 

Finally,  and  speaking  more  gen- 
erally, the  association  may  do  what 
any  other  business  may  do  in  carry- 
ing on  its  legitimate  objectives,  and 
it  may  enter  into  the  necessary  con- 
tracts and  agreements  to  achieve  its 
legitimate  objectives  so  long  as  it 
does  not  use  illegal  or  unfair 
methods  or  does  not  use  a  legal  de- 
vice with  an  improper  or  illegal 
intent. 

What  about  the  other  side  of  the 
coin  ?  What  actions  are  in  viola- 
tion of  Capper- Vol  stead?  As  in- 
dicated, the  Act  does  not  give  a  co- 


operative complete  immunity  from 
the  restraints  of  the  Sherman 
Antitrust  Act  or  the  prohibitions 
of  the  laws  administered  by  the 
Federal  Trade  Commission. 

In  the  first  place,  the  Borden 
case,  decided  by  the  Supreme  Court 
in  1939,  makes  it  clear  that  the 
Capper- Volstead  Act  does  not  give 
a  cooperative  immunity  from  the 
antitrust  laws  when  it  combines 
w  i  t  h  noncooperative  business 
groups  to  engage  in  activity  in  vio- 
lation of  those  laws. 

For  example,  suppose  the  normal 
market  for  members  of  Co-op  X  is 
to  sell  to  processors  A,  B,  C,  and 
D.  May  the  management  of  Co-op 
X  get  together  in  a  single  meeting 
with  A,  B,  C,  and  D,  discuss  the 
prices  to  be  paid,  and  reach  a  mu- 
tual agreement  that  A,  B,  C,  and  D 
will  all  pay  the  same  price  to  the 
members  of  Co-op  X?  The  answer 
is  probably,  "No."  Such  an  arrange- 
ment would  be  the  same  in  legal 
effect  as  though  the  processors 
(without  the  participation  of  Co- 
op X)  were  to  agree  on  the  price  to 
be  paid  by  them.  In  several  cases, 
court  decisions  have  said  that  a 
combination  between  dealers  fixing 
the  price  they  are  to  pay  or  re- 
stricting their  bidding  is  invalid. 

There  are  other  areas  of  question- 
able legality  in  which  a  bargaining 
cooperative  conceivably  might  be- 
come involved.  None  of  these  have 
been  covered  by  specific  court  deci- 
sions. However,  the  Report  of  the 
Attorney  General's  National  Com- 
mittee To  Study  the  Antitrust 
Laws  suggests  rather  pointedly 
that  cooperatives  are  not  free  to  en- 
gage in  "concerted  restriction  on 
agricultural  output,  coercion  of 
competitors  or  customers,  and  mo- 
nopoly power  either  achieved  by 
means  not  within  Capper- Volstead 
section  1  or  used  to  'unduly  en- 
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hance?  prices  under  that  Act's  Sec- 
tion 2." 

Apart  from  the  Capper- Volstead 
Act,  there  is  a  less  frequently  cited, 
but  nevertheless  important,  special 
provision  in  section  5  of  the  Coop- 
erative Marketing  Act  of  1926. 
This  provision  should  be  especially 
helpful  to  bargaining  cooperatives. 
It  confers  broad  authority  on  agri- 
cultural producers  and  their  coop- 
eratives to  acquire  and  exchange  in- 
formation "past,  present,  and  pro- 
spective" on  producing  and  market- 
ing crops.19 

In  addition  to  these  legal  aspects 
of  antitrust  and  restraint  of  trade 


19  From  Mischler,  Raymond  J.  "Legal 
Problems  in  Organizing  and  Operating 
Bargaining  Cooperatives  —  Considera- 
tions Involving  Federal  Law,"  Proceed- 
ings of  the  Conference  on  Fruit  and 
Vegetable  Bargaining  Cooperatives,  un- 
numbered report,  Farmer  Cooperative 
Service,  U.  S.  Dept.  of  Agr.  1957.  See 
also  Hulbert,  L.  S.  and  Mischler,  Ray- 
mond J.  Legal  Phases  of  Farmer  Coop- 
eratives, FCS  Bulletin  10,  1958. 


practices,  it  should  be  noted  that 
the  price  making  power  of  bargain- 
ing cooperatives  is  also  limited  by 
economic  forces.  As  mentioned 
earlier,  in  a  specific  market  situa- 
tion an  upper  limit  is  set  to  the 
price  processors  can  pay  by  compe- 
tition from  processors  in  other 
States  or  regions,  even  though  an 
association  may  control  all  or 
nearly  all  of  the  supply. 

"Most  attempts  at  monopoly  con- 
trol of  supply  have  failed  because 
of:  (1)  Inability  to  bring  about 
the  effective  cohesion  of  a  suffi- 
ciently large  proportion  of  the  pro- 
ducers; (2)  inability  to  prevent  the 
entrance  of  new  producers  into  ag- 
ricultural production  or  to  control 
output  of  those  already  producing: 
and  (e3)  inability  to  prevent  sub- 
stitution of  one  food  product  for 
another  by  the  consumer.*' 20 

20  Carpenter,  G.  Alvin,  Bargaining  by 
Fruit  and  Vegetable  Associations  with 
Processors,  FCS  Service  Report  No.  3, 
Farmer  Cooperative  Service,  U.  S.  Dept. 
of  Agr. 


Organizational  Structure 


WHILE  the  marketing  func- 
tion they  perform  is  their  ma- 
jor distinguishing  feature,  the  or- 
ganizational structure  of  fruit  and 
vegetable  bargaining  cooperatives 
is  similar  to  that  of  most  other  co- 
operatives. Growers  need  to  or- 
ganize their  association  in  such  a 
manner  that  they  can  guide  and 
control  its  operations  in  line  with 
the  objectives  it  was  formed  to 
accomplish. 

Tli is  is  generally  done  by  incor- 
porating under  the  Cooperative 
Act  of  their  State,  and  by  set  ting- 
up  bylaws  stating  objectives  and 
operating  framework  of  the  asso- 


ciation. In  addition  to  bylaws,  co- 
operatives often  have  membership 
agreements  with  their  members. 
These  agreements,  or  contracts, 
state  in  writing  the  rights  and 
duties  of  both  the  members  and  the 
association  relating  to  the  mem- 
bers' crops  marketed  through  the 
associations. 

An  elected  board  of  directors,  op- 
erating within  the  framework  of 
the  bylaws,  establishes  policies  and 
procedures  needed  to  carry  out  ob- 
jectives of  the  cooperative.  A  man- 
ager, employed  by  the  board,  con- 
ducts the  daily  affairs  of  the  asso- 
ciation. 
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Although  many  fruit  and  vege- 
table bargaining  cooperatives  are 
similar  in  organizational  structure, 
this  section  points  out  various 
characteristics  in  more  detail.  It 
especially  notes  variations  from 
the  usual  pattern.  This  informa- 
tion is  based  on  the  18  associations 
which  were  classified  as  negotiating 
(table  3)  and  had  a  longer  period 
of  operation  and  experience  than 
the  newer  associations. 

Type  of  Association 

Three  methods  of  classification 
are  useful  in  picturing  the  type  of 
association  used  by  fruit  and  vege- 
table growers  in  setting  up  their 
bargaining  cooperatives :  Legal 
form,  financial  form,  and  member- 
ship affiliation. 

On  the  basis  of  legal  form,  co- 
operatives can  be  classified  as  either 
incorporated  or  unincorporated. 
Grower  groups  generally  selected 
the  incorporated  type  of  organiza- 
tion when  setting  up  their  fruit  and 
vegetable  bargaining  cooperatives. 
All  but  2  of  the  18  associations  were 
incorporated,  in  each  case  under  the 
Cooperative  Act  of  the  State  in 
which  they  had  their  headquarters. 
One  bargaining  association  was  un- 
incorporated when  formed  but  in- 
corporated at  a  later  date  under 
State  statutes.  Six  associations  re- 
organized, reincorporated,  or  both 
as  the  scope  or  nature  of  their  ac- 
tivities changed. 

As  to  financial  form,  all  but  one 
of  the  fruit  and  vegetable  bargain- 
ing cooperatives  were  of  the  non- 
stock type,  using  a  certificate  of 
membership  rather  than  capital 
stock.  However,  in  the  associa- 
tion using  capital  stock — the  Utah 
State  Canning  Crops  Association, 
Inc. — the  stock  was  used  only  at  the 
State  level.    Its  11  local  associa- 


Besides  price,  grades  and  methods  of  grading 
are  important  contract  terms  negotiated  by 
fruit  and  vegetable  bargaining  cooperatives. 
Here  a  grower's  tomatoes  are  being  graded 
at  the  processing  plant. 


tions  were  all  on  a  nonstock  basis, 
with  each  local  holding  one  share 
of  common  stock  in  the  State  asso- 
ciation. The  common  stock  was 
the  voting  stock  and  served  as  a 
certificate  of  membership.  Al- 
though authorized  in  the  bylaws, 
no  preferred  stock  had  been  issued 
by  the  end  of  1957. 

On  the  basis  of  membership  affili- 
ation, cooperatives  may  be  classified 
as  federated,  centralized,  or  local. 
In  a  federation,  individual  growers 
belong  to  a  local  association  with 
local  associations,  in  turn,  forming 
the  membership  of  the  federation. 
In  a  centralized  association,  as  with 
a  local  association,  the  individual 
grower  holds  membership  directly 
with  the  association.  The  main 
difference  between  the  local  and  the 
centralized  is  in  area  covered — the 
area  being  relatively  larger  in  the 
centralized  association. 

Functionally  the  centralized  asso- 
ciation has  much  in  common  with 
the  federation,  especially  when  the 
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centralized  association  is  divided 
into  districts.  Of  course,  varia- 
tions or  hybrids  of  these  three  types 
often  exist. 

Fifteen  of  the  18  fruit  and  vege- 
table bargaining  cooperatives  at 
the  end  of  1957  were  of  the  central- 
ized type.21  One  vegetable  associa- 
tion, the  Utah  State  Canning  Crops 
Association,  Inc.,  was  a  federation 
of  11  locals.  The  Pacific  States 
Canning  Pear  Marketing  Associa- 
tion, Inc.,  a  federation  of  2  central- 
ized associations  was  formed  to  ex- 
change information  and  coordinate 
the  negotiating  activities  of  its 
member  associations.  A  third  bar- 
gaining group,  the  New  Jersey 
Sweet  Potato  Committee,  was  a 
loose  federation  of  6  committees 
representing  members  of  6  New 
Jersey  marketing  cooperatives  who 
produced  sweet  potatoes  for  proc- 
essing. Of  the  15  centralized  asso- 
ciations, 10,  or  two-thirds,  divided 
their  areas  into  districts  with  mem- 
bers electing  directors  from  their 
district  to  represent  them  on  the  as- 
sociation's board  of  directors.  The 
number  of  districts  ranged  from  2 
to  15,  with  only  2  of  the  9  districted 
associations  having  more  than  7 
districts. 

Districting  centralized  associa- 
tions is  usually  done  to  get  geo- 
graphic representation  on  the  board 
similar  to  that  provided  by  locals 
in  a  federated  association.  Besides 
providing  broader  representation, 
districting  can  also  assist  in  mem- 
bership relations  activities,  espe- 
cially if  the  association  is  large  in 

21  Several  of  the  associations  might  be 
classified  as  locals  since  they  operated  in 
only  a  few  counties  of  one  State.  In 
most  cases  these  counties  were  the  major 
production  areas  of  the  State  and  so,  in 
effect,  the  associations  were  statewide  in 
scope.  None  of  the  bylaws  of  tbese  asso- 
ciations restricted  membership  to  a 
county  basis. 


terms  of  area  served  or  number  of 
members. 

In  some  cases,  such  as  with  the 
pear  associations,  the  districts  also 
represent  areas  having  price  differ- 
entials for  the  crop.  Also,  as  with 
many  vegetable  associations,  a  dis- 
trict often  represents  growers  pro- 
ducing a  certain  vegetable  crop  or 
delivering  to  a  certain  processor. 

Relations  with  Other 
Organizations 

Except  in  the  case  of  federations, 
most  associations  were  organized 
and  operated  independently  of  any 
other  cooperative  organizations.22 
However,  many  vegetable  associa- 
tions had  assistance  from  State  and 
County  Farm  Bureaus  affiliated 
with  the  American  Farm  Bureau 
Federation  (AFBF),  and  at  least 
three  were  affiliated  in  varying  de- 
grees with  their  State  Farm  Bu- 
reau. While  no  particular  pattern 
was  followed,  the  assistance  of 
State  and  County  Farm  Bureaus  in 
developing  vegetable  bargaining  co- 
operatives included  the  following: 

"1.  Provided  the  original  inter- 
est in  a  bargaining  cooperative 
through  a  discussion  of  the  prob- 
lems by  the  County  Farm  Bureau, 

"2.  Helped  in  the  organization 
stage  by  calling  meetings  of  grow- 
ers and  provided  a  meeting  place, 

"3.  Assisted  in  providing  infor- 
mation about  bargaining  coopera- 
tives through  AFBF,  or  persons 
from  other  bargaining  coopera- 
tives, 

"4.  In  some  States  legal  assist- 
ance has  been  provided  by  the  State 
Farm  Bureau  *  *  *, 

"5.  Financial  assistance  in  the 


22  See  page  9.  Throe  fruit  associations 
included,  as  a  block,  the  membership  of 
several  fruit  shipper  and  handler  co- 
operatives. 
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early  stage  of  organization  has  been 
provided  by  some  State  Farm  Bu- 
reaus, 

"6.  A  definite  tie-in  between  the 
bargaining  cooperative  and  some 
State  Farm  Bureaus  has  been  estab- 
lished. This  has  been  done  by  the 
cooperative  arranging  to  have  cer- 
tain of  its  services,  such  as  print- 
ing and  mailing,  done  by  the  State 
Farm  Bureau.  One  State  Farm 
Bureau  secretary  serves  as  treasurer 
of  the  cooperative  and  in  that  way 
a  very  close  relationship  is  estab- 
lished." 23 

At  the  national  level,  the  Ameri- 
can Farm  Bureau  Federation  has 
provided  assistance  through  infor- 
mation, meetings'  and  legislative  ac- 
tivities. Besides  the  information  it 
provided  on  methods  of  organizing 
and  operating  bargaining  associa- 
tions, the  national  organization  reg- 
ularly issued  a  processing  vegetable 
report  on  contract  prices,  stocks, 
prospective  acreage,  and  growing 
conditions.  For  several  years  a 
processing  vegetable  growers  sub- 
committee of  the  Fruit  and  Vege- 
table Advisory  Committee,  Ameri- 
can Farm  Bureau  Federation,  has 
been  meeting  twice  a  year  to  discuss 
mutual  problems  and  to  exchange 
ideas.  Organization  and  operation 
of  processing  vegetable  bargaining 
cooperatives  has  been  a  main  topic 
at  each  of  these  meetings. 

While  many  of  the  vegetable  bar- 
gaining cooperatives  meet  under 
the  auspices  of  the  Farm  Bureau, 
the  bargaining  associations  on  the 
west  coast  have  held  two  annual 
conferences  for  discussion  of  mu- 
tual problems.   At  the  most  recent 

23  Datt,  John  C.  "How  the  Farm  Bureau 
Is  Working  with  Bargaining  Coopera- 
atives,  unnumbered  report.  Farmer  Co- 
tives."  Proceedings  of  the  Conference  on 
Fruit  and  Vegetable  Bargaining  Cooper- 
operative  Service,  U.  S.  Dept.  of  Agr. 


conference  11  fruit,  vegetable,  and 
berry  associations  were  repre- 
sented. 

However,  fruit  and  vegetable  co- 
operatives had  not  developed  by  the 
end  of  1957  to  the  stage  of  a  na- 
tional association.  Instead,  several 
west  coast  associations  had  become 
members  of,  and  several  other  as- 
sociations were  considering  mem- 
bership in,  the  newly  formed  Fruit 
and  Vegetable  Bargaining  Coop- 
erative Division  of  the  National 
Council  of  Farmer  Cooperatives. 

Two  national  conferences  of  fruit 
and  vegetable  bargaining  coopera- 
tives also  have  been  held.  These 
conferences — arranged  and  con- 
ducted by  the  Farmer  Cooperative 
Service,  United  States  Department 
of  Agriculture,  at  the  request  of 
the  bargaining  cooperatives — have 
served  as  a  forum  for  discussion  of 
mutual  problems  involved  in  or- 
ganizing and  operating  fruit  and 
vegetable  bargaining  cooperatives.24 

Membership  and  Control 

Kequirements  for  membership 
and  arrangements  for  control  of  the 
association  by  member-growers 
were  similar  to  those  found  in  most 
marketing  cooperatives. 

Requirements  for  Membership 

A  common  requirement  for  mem- 
bership in  the  18  bargaining  coop- 
eratives that  negotiated  in  1956  was 
that  members  be  bona  fide  agricul- 
tural producers.  In  addition,  the 
bylaws  of  7  fruit  and  1  vegetable 

24  See  Proceedings  of  the  Conference  on 
Fruit  and  Vegetable  Bargaining  Coop- 
eratives, Unnumbered  Report,  1957,  and 
Proceedings  of  the  2nd  National  Con- 
ference of  Fruit  and  Vegetable  Bargain- 
ing Cooperatives,  Unnumbered  Report, 
1958,  Farmer  Cooperative  Service,  U.  S. 
Dept.  of  Agr. 


21 


association  were  broadened  to  per- 
mit membership  of  firms,  partner- 
ships, corporations,  and  associa- 
tions engaged  in  agricultural  pro- 
duction. On  the  other  hand,  1 
fruit  and  3  vegetable  associations 
restricted  membership  to  agricul- 
tural producers  of  the  commodities 
handled  by  these  associations. 

Bylaws  of  all  8  fruit  associations, 
but  of  only  4  of  the  10  vegetable  as- 
sociations, required  members  to 
sign  a  membership  agreement  with 
the  association.  However,  of  the  6 
vegetable  associations  whose  bylaws 
did  not  specify  signing  an  agree- 
ment for  membership,  4  used  mem- 
bership agreements  and  in  all  cases 
members  had  to  subscribe  to  the  by- 
laws of  the  association. 

Between. one-half  and  two-thirds 
of  the  associations'  bylaws  specified 
written  applications  for  member- 
ship, board  approval  of  the  appli- 
cations, and  non-transferability  of 
memberships. 

In  addition,  7  of  the  vegetable  as- 
sociations and  1  fruit  association  re- 
quired payment  of  a  membership 
fee,  and  3  vegetable  associations  re- 
quired membership  in  the  appropri- 
ate Farm  Bureau  organization. 

Voting 

Each  of  the  10  vegetable  associa- 
tions and  3  of  the  8  fruit  associa- 
tions used  the  one-member,  one- 
vote  basis  of  voting.  The  other 
five  fruit  associations  voted  on  the 
basis  of  patronage.  Each  member 
had  one  vote  plus  additional  votes 
depending  on  the  tonnage  marketed 
through  the  association.  Two  as- 
sociations allowed  1  additional  vote 
for  each  100  tons  of  fruit,  2  allowed 
1  additional  vote  for  each  50  tons 
of  fruit,  and  1  allowed  1  additional 
vote  for  each  ton  of  berries.  One 
of  the  5  associations  voting  on  a 


proportional  (patronage)  basis 
had  a  limit  of  10  votes  per  member, 
while  the  bylaws  of  the  other  4  as- 
sociations did  not  specify  any  limit. 

Meetings 

All  the  associations  held  annual 
membership  meetings  to  conduct 
association  business  as  well  as  for 
member  education.  The  associa- 
tions set  up  on  a  district  basis  also 
held  periodic  district  meetings. 
These,  as  well  as  the  other  associa- 
tions also  held  special  meetings  as 
needed,  especially  before  and  dur- 
ing the  period  in  which  negotia- 
tions were  being  conducted  with 
processors.  One  fruit  association 
and  one  vegetable  association,  each 
in  cooperation  with  their  land- 
grant  colleges,  held  annual  clinics 
or  short  courses  for  members. 

Management 

Management  of  the  bargaining 
cooperatives,  including  both  di- 
rectors and  employees,  reflected 
the  type  of  service  performed  by 
these  associations.  The  boards 
were  relatively  large,  since  the  di- 
rectors played  an  important  role  in 
the  neo-otiatino*  function  of  the  as- 
sociations.  On  the  other  hand,  the 
number  of  employees  was  relatively 
small  because  the  associations  did 
not  physically  handle  or  process 
the  members'  crops. 

Directors 

The  boards  of  directors  of  the  18 
associations  varied  from  5  to  23, 
with  half  having  between  1 1  and  15 
directors.  Directors  were  elected 
for  either  1-year  or  3-year  terms. 
Ten  associations  elected  directors 
for  1-year  terms  and  8  associations 
for  3-year  terms.  All  the  associa- 
tions electing  directors  for  3-year 
i i1  "ii is  staggered  the  terms  so  that 
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all  did  not  expire  at  the  same  time. 
This  was  usually  done  by  electing 
a  third  of  the  directors  each  year. 

Since  negotiations  of  contract 
terms  occurred  just  once  a  year,  the 
bylaws  of  only  5  of  the  fruit  asso- 
ciations and  1  of  the  vegetable  asso- 
ciations required  the  board  of  di- 
rectors to  hold  monthly  meetings. 
One  of  the  boards  met  bi-monthly 
and  1  quarterly,  2  met  twice  a  year, 
and  8  met  at  least  annually.  How- 
ever, all  the  bylaws  provided  for 
board  meetings  upon  call,  and  gen- 
erally meetings  upon  call  were  held 
frequently  before  and  during  the 
period  of  negotiation  with  proces- 
sors. 

The  associations  used  committees 
of  board  members  and  other  mem- 
bers. Besides  executive,  budget, 
membership,  and  nominating  com- 
mittees, they  used  others  required 
by  their  cooperative  operations. 

These  types  included  —  with 
varying  terminology  —  committees 
to  handle  the  negotiation  of  con- 
tract price  with  processors;  com- 
mittees to  analyze  prices  and  vari- 
ous factors  affecting  price;  commit- 
tees to  deal  with  grading,  price 
differentials,  and  other  contract 
terms;  and  advisory  committees. 
Advisory  committees,  set  up  on  a 
district  or  commodity  basis,  were 
composed  of  members  other  than 
board  members.  They  served  the 
purpose  of  advising  the  board  on 
various  policy  matters  and  keeping 
the  members  they  represented  in 
closer  contact  with  affairs  of  the 
association. 

Employees 

Typically  in  a  bargaining  coop- 
erative there  was  a  full-time  man- 
ager plus  a  secretary  and  a  field  - 
man,  either  or  both  of  whom  might 
be  part-time  employees.  Although 


negotiations  were  held  only  annu- 
ally, two-thirds  of  the  associations 
had  full-time  employees  to  collect 
economic  and  marketing  informa- 
tion, maintain  member  relations 
and  public  relations,  and  otherwise 
prepare  the  association  for  its  an- 
nual negotiations. 

Thirteen  of  the  18  associations 
had  three  or  fewer  employees. 
Three  associations  had  1  full -time 
employee,  6  had  2  full-time  employ- 
ees, and  1  had  3  full-time  employ- 
ees. In  addition  to  these  full-time 
employees,  several  associations  also 
used  additional  part-time  help,  usu- 
ally for  clerical  or  field  work  ac- 
tivities. Three  associations  used 
only  part-time  employees,  and  the 
directors  managed  three  other  as- 
sociations. At  the  other  extreme, 
one  fruit  association  had  5  full- 
time  and  2  part-time  employees, 
and  another  had  16  full-time  and  4 
part-time  employees. 

Besides  responsibility  for  main- 
taining the  association's  records, 
the  manager  and  other  employees 
had  duties  in  four  general  areas,  as 
follows : 

1.  Membership.  This  area  in- 
cluded recruiting  new  members,  as 
well  as  developing  and  maintaining 
a  two-way  flow  of  information  be- 
tween the  association  and  its  mem- 
bership. 

2.  Public  Relations.  The  duties 
here  involved  establishing  and 
maintaining  contacts  with  various 
processors,  with  other  bargaining 
associations,  and  with  various 
farm,  business,  government,  and 
community  organ  izations. 

3.  Information.  I  mp  ortant 
among  the  activities  of  the  associa- 
tions' managers  was  collection  and 
analysis  of  economic  and  market- 
ing data  that  would  be  useful  to  the 
association  in  its  negotiations  with 
processors. 
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Tomatoes,  such  as  these  just  delivered  by 
growers  to  a  processing  plant,  are  an  impor- 
tant crop  for  which  price  and  other  contract 
terms  are  negotiated  by  vegetable  bargain- 
ing cooperatives. 


4.  Negotiations.  In  varying  de- 
grees the  managers  of  the  bargain- 
ing associations  assisted  in  the 
preparations  for  negotiations,  in 
the  actual  negotiations,  and  in  see- 
ing that  terms  of  the  contracts  were 
carried  out  by  both  the  association 
and  the  processor. 

Membership  Agreements 

Many  marketing  cooperatives 
have  written  agreements  with  their 
members.  These  are  contracts  stat- 
ing the  rights  and  duties  of  the 
members  and  of  the  associations. 
Besides  their  legal  value,  member- 
ship agreements  are  used  to  assure 
the  association  the  continuous  sup- 
port of  its  members.  They  provide 
a  device  through  which  the  mem- 
bers legally  bind  themselves  to- 
gether in  order  to  jointly  market 
their  products. 

Seven  of  the  8  fruit  associations 
and  7  of  the  10  vegetable  associa- 


tions used  membership  agree- 
ments.25 The  membership  agree- 
ments of  both  the  fruit  and  vege- 
table associations  were  similar  in 
many  provisions.  However,  the 
agreements  of  the  fruit  associations 
were  nearly  identical,  whereas  the 
vegetable  associations  had  more 
variations  in  their  agreements. 
Two  membership  agreements  are 
given  in  the  appendix,  one  typical 
of  fruit  associations  and  one  typi- 
cal of  vegetable  associations. 

Type  of  Agreement 

From  the  standpoint  of  the  legal 
relationship  between  the  associ- 
ation and  the  member,  all  but  one 
of  the  marketing  agreements  were 
of  the  agency  type.  That  is,  the  as- 
sociation became  the  agent  of  the 
grower  in  the  sale  of  his  crops  and 
the  laws  relating  to  agency  rela- 
tionships determined  the  rights  and 
duties  of  each  party.  Typical  of 
the  phrases  stating  the  agency  re- 
lationship were  "member  hereby 
appoints  and  designates  the  asso- 
ciation as  exclusive  sales  agent  for, 
and  agrees  annually  to  market 
through  the  facilities  of  the  asso- 
ciation, all  (name  of  commodity) 
annually  produced  by  member  for 
processing  .  .  . 

"The  association  is  hereby  author- 
ized to  determine  in  its  sole  dis- 
cretion as  to  the  disposition  of  the 
(name  of  commodity),  and  the  As- 
sociation is  empowered  to  sell  .  .  . 
at  such  prices  as  the  association 
shall  prescribe  .  .  ." 


"The  grower  hereby  appoints  the 
association  as  his  sole  agent  for  (he 

26  While  the  terms  are  synonymous,  0  as- 
sociations used  t  lie  term  "membership 
agreement,"  3  used  "marketing  agree- 
ment," and  1  each  used  "bargaining 
agreement"  and  "grower  contract." 
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purpose  of  marketing,  or  contract- 
ing- for  sale  of  all  (name  of  com- 
modity) .  .  . 

"The  association  shall  endeavor 
to  market  said  (name  of  commod- 
ity) for  the  grower  .  .  ." 

One  fruit  association — The  Cali- 
fornia Canning  Peach  Association, 
Inc. — used  the  purchase  and  sale 
type  of  agreement  which  stated 
''The  association  does  hereby  pur- 
chase, and  the  member  does  hereby 
sell,  all  of  the  canning  peaches  to 
be  produced  by  .  .  .  the  member 
.  .  Under  this  type  contract 
the  association  takes  title  to  the 
commodity  purchased  from  the 
member  and  agrees  to  pay  for  it  on 
the  basis  of  the  sale  price  obtained 
by  the  association.  The  use  of  a 
purchase  and  sale  agreement  by  this 
association  probably  reflects  the 
strong  interest  fruit  and  vegetable 
cooperatives  had  in  this  type  of  con- 
tract in  the  early  1920's.26 

On  the  basis  of  the  method  by 
which  growers'  products  are  han- 
dled, agreements  can  be  classified 
as  pooling  or  nonpooling.  Pooling 
is  an  averaging  process  involving 
physical  mingling  of  products, 
lumping  together  sales  returns  and 
apportioning  net  returns  among 
those  who  contributed  products  to 
the  pool,  and  combining  both  direct 
and  overhead  expenses  of  operation. 

Although  all  the  associations 
pooled  their  expenses,  only  6  of  the 
fruit  and  1  of  the  vegetable  asso- 
ciations had  membership  agree- 
ments that  permitted  the  associa- 
tions to  pool  the  members'  products. 
YVliile  not  used  previously,  in  the 
1057  season  the  California  Canning 
Pear  xVssociation,  Inc.,  and  the  Cal- 
ifornia Freestone  Peach  Associa- 


te see  Bakken,  H.  H.  and  Shaars,  M.  A. 
Economics  of  Cooperative  Marketing'. 
McGraw-Hill  Book  Co.,  Inc.,  New  York, 
X.  Y..  1937,  p.  316. 


tion,  Inc.,  each  pooled  tonnage. 
Faced  with  both  large  carryovers 
and  large  production,  these  associa- 
tions had  some  tonnage  shipped 
fresh  and  other  tonnage  dried,  thus 
reducing  that  available  for  process- 
ing. Returns  from  the  fruit  di- 
verted to  these  other  uses  were  aver- 
aged with  returns  from  processed 
tonnage. 

Duration  of  Agreement 

Nine  associations  used  continu- 
ous, or  self -renewing  agreements, 
2  had  agreements  that  were  in  force 
for  10  years  and  one  each  had  them 
in  force  for  5  and  15  years.  In  each 
instance  either  the  member  or  the 
association  were  permitted  to  ter- 
minate these  contracts  during  a  cer- 
tain period  each  year,  usually  10 
to  30  days  during  one  of  the  winter 
months.  One  of  the  vegetable  as- 
sociations used  1-year  agreements. 

Delivery  Requirements 

Each  of  the  11  agreements  re- 
quired members  to  market  through 
their  association  all  the  crops  they 
produced  for  processing  that  were 
bargained  for  by  the  association. 
Crops  for  home  use  or  fresh  mar- 
ket were  excepted. 

Breach  of  Contract 

To  compensate  the  association  for 
the  economic  damages  that  result 
when  members  sell  their  crop  con- 
trary to  the  provisions  of  the  agree- 
ment, 13  of  the  associations  pro- 
vided for  payment  of  liquidated 
damages.  In  11  of  these  agree- 
ments, liquidated  damages  were  set 
at  25  percent  of  the  market  value 
of  that  part  of  the  crop  disposed  of 
in  a  manner  contrary  to  the  agree- 
ment. In  one  agreement  the  dam- 
ages were  set  at  $75  an  acre  and  in 
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another  at  2  cents  a  pound.  The 
agreement  of  the  latter  association 
also  had  provisions  entitling  either 
party  to  the  use  of  injunction  and 
specific  performance  in  the  event 
of  a  breach,  or  threatened  breach, 
of  contract.  The  penalty  imposed 
by  one  other  association  was  can- 
cellation of  membership. 

Annual  Crop  Estimates 

The  membership  agreements  of 
all  the  fruit  associations  required 
members  to  report  to  the  association 
the  estimated  tonnage  of  fruit  they 
would  produce  the  next  season. 
These  estimates  were  required  each 
year,  usually  by  the  first  of  May. 

Annual  reports  of  members7  in- 
tentions to  plant  were  required  by 
the  membership  agreements  of  four 
vegetable  associations.  One  other 
agreement  required  members  to 
pnant  annually  not  less  than  the 
acreage  designed  when  the  agree- 
ment was  signed. 

When  Agreement  Is  Effective 

Eleven  of  the  14  agreements 
specified  when  the  agreement  be- 
came effective.  Four  fruit  agree- 
ments stated  that  they  were  not  in 
force  until  similar  agreements  cov- 
ering a  certain  specified  tonnage 
were  signed  by  other  growers.  The 
board  of  directors  was  given  the  au- 
thority to  determine  when  the  re- 
quired tonnage  was  reached.  Two 
vegetable  agreements  became  effec- 
tive when  growers  representing  a 
certain  percent  of  the  acreage  in 
specified  areas  signed  similar  agree- 
ments. Five  agreements  became  ef- 
fective when  accepted  by  the  board 
of  directors. 

When  agreements  were  signed  by 
members  who  had  prior  contracts 
that  obligated  them  to  market  their 
crops  to  processors,  six  of  the  fruit 


agreements  stated  that  the  pro- 
visions appointing  the  association 
exclusive  sales  agent  were  not  effec- 
tive until  the  member  was  no  longer 
so  obligated.  One  vegetable  agree- 
ment stated  that  any  prior  con- 
tracts a  member  might  have  with 
processors  were  not  affected  by  the 
membershi  p  agreement. 

Payment  to  Members 

Each  agreement  had  provisions 
relating  to  the  methods  by  which 
members  were  to  be  paid  for  their 
crops.  In  each  case  but  one,  pay- 
ment was  made  directly  by  the  proc- 
essor to  the  grower.  In  that  one 
case  payment  was  made  through 
the  association. 

To  provide  for  the  operating  ex- 
penses and  reserves  of  the  associa- 
tion, 12  of  the  14  agreements  pro- 
vided that  from  1  to  10  percent  of 
the  payments  due  members  for 
their  crops  should  be  retained  by 
the  processor  and  forwarded  to  the 
association  directly.  All  the  agree- 
ments provided  that  any  funds  re- 
maining after  the  payment  of  ex- 
penses were  repayable  to  the  mem- 
bers either  in  cash  or  as  credits  to 
the  reserves  of  the  association. 

Nonperformance 

All  but  two  of  the  agreements 
contained  provisions  relating  to 
nonperformance  due  to  causes  be- 
yond control  of  the  association,  the 
member,  or  both.  Six  of  the  fruit 
agreements  stated  that  the  associa- 
tion was  excused  from  performance 
of  the  terms  of  the  agreement  for 
causes  beyond  the  association's  con- 
trol. Four  agreements  also  ex- 
cused the  member  from  perform- 
ance— 1  for  causes  beyond  control 
of  the  association  and  3  for  causes 
beyond  the  control  of  the  associa- 
tion or  the  member. 
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Six  of  the  vegetable  agreements 
provided  that  the  association  was 
not  liable  for  any  damages  the 
member  might  sustain  by  reason  of 
the  association's  failure  to  market 
the  member's  crop  dne  to  causes  be- 
yond the  association's  control. 

Grades 

Six  of  the  fruit  agreements  and 
one  of  the  vegetable  agreements 
permitted  the  association  to  estab- 
lish grading  standards  and  classifi- 
cations, and  to  refuse  to  handle  any 
commodities  not  conforming  to 
these  regulations. 

Arbitration 

Three  of  the  fruit  agreements 
and  one  of  the  vegetable  agree- 
ments specified  the  procedures  to  be 
used  in  arbitrating  disputes  be- 
tween members  and  associations. 

Suspension  of  Agreements 

Four  of  the  agreements  had 
clauses  which  permitted  members 
to  suspend  the  agreement  for  any 
current  year.  This  could  be  done 
in  three  of  the  fruit  association 
agreements  when  members  repre- 
senting over  50  percent  of  the  ton- 
nage elected  to  do  so  and  gave  ap- 
propriate written  notice  to  the 
association  by  the  first  of  June  of 
such  year.  In  one  vegetable  associ- 
ation, the  agreement  was  not  effec- 
tive for  the  year  if  more  than  a 
third  of  the  members  and  a  third 
of  the  directors  so  voted. 

Succession 

All  the  fruit  agreements  and  one 
of  the  vegetable  agreements  pro- 
vided that  the  agreements  were 
binding  on  both  parties,  as  well  as 
on  their  heirs,  administrators,  suc- 
cessors, and  assigns.    Five  other 


vegetable  agreements  bound  only 
the  grower  and  his  heirs,  adminis- 
trators, successors,  and  assigns. 

Other  Provisions 

Among  other  provisions  included 
in  the  agreements  of  the  fruit  as- 
sociations were  the  following: 

1.  Five  agreements  stated  that 
deliveries  of  the  fruit  were  to  be 
made  in  the  name  of  the  member 
unless  written  notice  to  the  con- 
trary was  given  by  the  association. 

2.  Five  agreements  stated  it  was 
the  intention  of  the  parties  that  the 
association  had  the  right  to  posses- 
sion of  the  fruit  when  mature  for 
picking,  and  that  immediately 
thereafter  the  association  had  the 
right  to  enter  the  member's  land 
and  remove  the  fruit  at  the  mem- 
ber's expense. 

3.  Six  agreements  specified  there 
were  no  oral  or  other  promises  or 
conditions  in  addition  to,  or  at 
variance  with,  the  terms  of  the 
agreement. 

4.  Each  of  the  fruit  agreements 
provided  that  in  the  event  the 
member  sold  all  or  a  portion  of  the 
land  having  fruit  on  it  covered  by 
the  agreement,  the  fruit  of  that  sea- 
son must  be  marketed  according  to 
the  terms  of  the  agreement. 

5.  Each  of  the  fruit  agreements 
included  a  description  of  the  lands 
and  products  covered  by  the  agree- 
ment. 

Financing 

Compared  to  cooperatives  which 
physically  handle  or  process  their 
members'  products,  the  financial 
needs  of  bargaining  cooperatives 
are  small.  The  relatively  modest 
capital  requirements  of  bargaining 
associations  probably  have  been  an 
important  influence  on  the  selection 
of  this  type  of  organization  by 
growers  of  fruit  and  vegetables  for 
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processing.  This  is  especially  true 
where  growers  consider,  as  an 
alternative,  a  processing  plant 
which,  to  operate  efficiently  and 
compete  effectively,  would  require 
an  investment  of  several  hundred 
thousand  dollars. 

However,  though  relatively 
small,  bargaining  cooperatives  do 
need  funds,  chiefly  for  current 
operating  expenses.  In  addition, 
they  need  some  capital  for  reserves, 
and  new  associations  must  meet  cer- 
tain organizational  expenses.  In 
any  event,  capital  adequate  to  the 
needs  of  the  association  is  essential 
for  its  effective  operation. 

Typically,  capital  invested  in 
fixed  assets  of  the  bargaining  co- 
operatives included  in  this  study 
was  limited  to  office  furniture  and 
equipment  plus,  in  some  cases,  an 
automobile  for  the  manager  or 
fieldman.  Rented  quarters  pro- 
vided space  for  the  association's 
office.  Since  the  associations 
operated  on  an  agency  basis  with 
payment  being  made  directly  to  the 
grower  by  the  processor,  operating 
capital  was  mainly  needed  for  cur- 
rent operating  expenses.  Most  im- 
portant of  these  were  expenditures 
for  salaries,  travel,  and  legal  and 
accounting  services. 

Methods  of  Obtaining  Capital 

The  fruit  and  vegetable  bargain- 
ing cooperatives  used  a  number  of 
methods  to  accumulate  and  main- 
tain capital.  However,  the  most 
important  method  was  to  make  de- 
ductions or  retains  from  the  pro- 
ceeds received  by  members  for  their 
crops.  Also  of  importance  to  fruit 
associations  was  the  processor  serv- 
ice charge.  Other  methods  includ- 
ed collecting  membership  fees  and 
annual  dues,  selling  common  stock', 
and  borrowing. 


Membership  Fees. — Four  vegeta- 
ble associations  and  one  fruit  asso- 
ciation collected  initial  membership 
fees.  The  fees  ranged  from  si  to 
$5  and  merely  designated  member- 
ship in  an  association.  As  such, 
these  fees  were  not  important 
sources  of  capital  except,  perhaps, 
during  the  period  the  association 
was  being  organized. 

Annual  Dues. — Two  vegetable  as- 
sociations used  annual  dues  to  ob- 
tain operating  funds,  the  dues 
ranging  from  $1  to  $5  an  acre  de- 
pending on  the  crop  involved.  In 
one  association  dues  were  based  on 
the  size  of  the  member's  acreage — 
the  larger  growers  paying  higher 
fees.  In  the  federated  fruit  asso- 
ciation, the  two  members  were  as- 
sessed pro  rata  on  the  basis  of  ton- 
nage to  provide  operating  funds. 

Capital  Stock. — Only  one  vegeta- 
ble association,  the  Utah  State 
Canning  Crops  Association.  Inc.. 
used  capital  stock.  However,  even 
in  this  case  the  stock  was  used  only 
at  the  State  level  and  not  by  the  1 1 
local  associations.  Each  local  as- 
sociation held  one  $25  share  of  com- 
mon stock  in  the  State  association, 
with  the  share  serving  primarily  as 
a  certificate  of  membership  rather 
than  as  an  important  source  of 
capital. 

Loans. — The  bargaining  associa- 
tions, like  other  business  ventures, 
often  found  it  necessary  to  borrow 
money — mainly  for  organization 
expenses  and  operating  funds  dur- 
ing the  early  part  of  their  develop- 
ment. Local  banks  were  usual 
sources  for  fruit  associations,  with 
loans  often  secured  by  members'  or 
directors'  endorsements.  Several 
vegetable  associations  obtained 
loans  from  State  or  County  Farm 
Bureaus. 

Deductions. —  Deductions  or  re- 
tains from  members'  returns  was 
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the  most  important  source  of  funds 
for  the  bargaining  associations. 
Seven  of  the  8  fruit  associations 
and  6  of  the  10  vegetable  associa- 
tions used  this  method.  Under  this 
plan,  the  member  authorizes  the  as- 
sociation to  deduct  or  retain  either 
a  certain  percentage  of  the  mem- 
bers' gross  proceeds,  or  a  certain 
amount  per  unit  of  product. 

The  percentage  deduction  was 
the  most  common  among  both  the 
fruit  and  the  vegetable  associa- 
tions. Two  of  the  fruit  associations 
deducted  2  percent  of  gross  pro- 
ceeds, 1  deducted  3  percent,  2  de- 
ducted 5  percent,  and  1  deducted 
10  percent.  One  other  association 
was  authorized  to  deduct  up  to  $10 
a  ton.  Among  the  vegetable  asso- 
ciations deductions  ranged  from 
one-half  of  1  percent  to  2.5  percent 
of  gross  proceeds.  However,  1  per- 
cent was  the  most  common  rate. 
One  association  deducted  8  cents  a 
ton  for  tomatoes ;  and  for  two  com- 
modities, peas  and  tomatoes,  the  de- 
duction was  made  after  the  cost  for 
seed  or  plants  had  been  subtracted. 
In  the  case  of  the  Utah  State  Can- 
ning Crops  Association,  Inc.,  65 
percent  of  the  deductions  went  to 
the  local  associations  and  35  per- 
cent to  the  State  association. 

Of  the  13  associations  using  this 
method,  all  but  1  used  the  same  pro- 
cedure to  collect  the  deductions. 
Sometimes  called  a  scaleoff  or 
checkoff,  the  processor  withheld 
deductions  from  the  members'  pay- 
ment checks  and  then  forwarded 
the  accumulated  deductions  to  the 
association. 

In  the  case  of  one  association,  the 
processor  made  the  total  payments 
due  the  growers  to  the  association, 
with  the  association  then  withhold- 
ing the  members'  deductions  and 
forwarding  the  balance  to  the 
growers. 


Processor  Service  Charge. — In  ad- 
dition to  the  use  of  deductions  from 
members'  returns,  five  fruit  asso- 
ciations developed  another  method 
of  obtaining  operating  funds.  The 
processors  paid  the  associations  a, 
certain  amount,  called  a  processor 
service  charge,  for  the  fruit  ob- 
tained through  the  associations. 
These  charges  ranged  from  75  cents 
to  $1 .50  a  ton.  The  rationale  for  this 
service  charge  is  stated  in  the  con- 
tracts between  the  associations  and 
the  processors : 

"Canner  hereby  recognizes  that 
the  organization  and  continued 
existence  of  the  Association  relieves 
the  canner  of  the  trouble,  labor  and 
uncertainty  of  soliciting,  and  ob- 
taining, separate  contracts  with  in- 
dividual growers;  in  consideration 
thereof,  the  canner  agrees  to  pay 
the  Association  ...  a  charge  of 

$  per  ton  .  .  .  which  service 

charge  shall  not  be  construed  to  be 
a  part  of  the  purchase  price 
herein." 

Revolving  Capital. — Funds  accu- 
mulated from  members'  deductions 
and  other  sources  were  used  to  meet 
the  operating  expenses  of  the  asso- 
ciations and  to  set  up  reserves  for 
contingencies.  Since  the  associa- 
tions operated  on  a  cost  basis,  any 
funds  in  excess  of  the  expenses  be- 
longed to  the  members  in  propor- 
tion to  their  patronage  in  the  asso- 
ciation. Any  such  excess  funds 
could  be  paid  back  to  the  members  in 
cash,  or  they  could  be  placed  in 
capital  reserves  and  credited  to 
members'  accounts. 

The  bylaws  of  7  fruit  associa- 
tions and  3  vegetable  associations 
provided  for  the  use  of  capital  re- 
volving funds27  to  return  or  re- 

27  Three  associations  used  the  term  "re- 
volving fund,"  3  used  "capitalization 
fund,"  and  1  each  used  "stabilization 
fund."  "capital  reserve  fund"  and  "pa- 
trons' reserves." 
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volve  back  to  the  members  the 
funds  credited  to  their  accounts. 
The  funds  were  to  be  revolved  back 
to  members  in  the  order  of  accrual, 
at  such  time  and  in  such  amounts 
as  the  board  decided.  Various 
certificates  2S  were  used  as  evidence 


of  members*  credits  in  the  revolv- 
ing funds,  and  the  certificates  bore 
no  interest.  Generally,  however, 
because  of  the  relatively  short  time 
most  of  these  associations  had  been 
in  operation,  none  of  them  had  re- 
volved funds  back  to  members. 


Operations 


THE  basic  service  performed 
for  members  by  fruit  and  vege- 
table bargaining  cooperatives  was 
negotiation  of  contract  price  and 
other  terms  involved  in  the  sale  of 
members'  crops  to  processors.  In 
performing  this  bargaining  func- 
tion several  aspects  were  involved. 
These  included  (1)  recognition  by 
processors  that  the  association  was 
the  sole  bargaining  agent  of  the 
members,  (2)  preparations  made 
for  the  negotiations,  (3)  negotiat- 
ing representatives  used  by  the  as- 
sociation, (4)  type  of  contract  in- 
volved in  the  negotiations,  and  (5) 
sequence  of  events  during  the  ne- 
gotiations. 

Some  of  these  aspects  were  simi- 
larly handled  by  both  the  fruit  and 
the  vegetable  associations.  How- 
ever, two  general  approaches — one 
characteristic  of  fruit  associations 
and  one  characteristic  of  vegetable 
associations — had  been  developed 
regarding  the  negotiating  repre- 
sentatives used  by  the  associations 
and  the  type  of  contract  involved. 

The  vegetable  associations  used 
several  negotiating  committees, 
each  composed  of  members  who 
produced  their  crops  near  the  spe- 
cific processor  being  contacted.  In 
the  fruit  associations,  all  the  nego- 

2S  For  example,  certificates  of  owner- 
ship, capitalization  fund  credits,  and 
revolving  fund  credits. 


tiations  with  each  processor  were 
handled  by  the  association's  board 
of  directors,  or  a  committee  of  the 
board.  The  contract  involved  in 
the  vegetable  association  negotia- 
tions was  the  individual  grower- 
processor  contract  used  by  the 
processor.  Involved  in  the  fruit 
association  negotiations  were  the 
associations'  contracts  with  the  var- 
ious processors.  These  two  general 
approaches,  in  turn,  influenced  the 
sequence  of  events  in  the  negotia- 
tions. 

Recognition  as  Bargaining  Agent 

Before  negotiations  could  actu- 
ally take  place  on  the  various  con- 
tract provisions,  it  was  first  neces- 
sary for  the  association  to  be 
recognized  by  the  processor  as  the 
sole  bargaining  agent  (or  exclusive 
sales  agent)  of  the  members.  To 
accomplish  this,  representatives  of 
the  association,  usually  the  man- 
ager plus  several  directors  and 
members,  called  on  representatives 
of  the  processing  company,  often 
the  president  or  owner  in  a  smaller 
company  or  the  raw  product  buyer 
in  a  larger  concern.  The  associa- 
tion's representatives  explained 
that  the  purpose  of  the  association 
was  to  negotiate,  for  their  mem- 
bers, price  and  other  contract  terms 
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involved  in  the  sale  of  members' 
raw  product  to  the  processor. 
Often  the  association  provided  the 
processor  with  a  list  of  its  mem- 
bers and  their  tonnage. 

When  the  processor  agreed  that 
the  association  was  the  sole  bar- 
gaining agent  for  its  members,  ne- 
gotiation of  contract  terms  could 
proceed.  In  most  cases,  this  point 
of  agreement,  while  crucial  to  the 
association,  was  at  best  difficult  to 
achieve.29  With  some  associations, 
several  years'  efforts  were  required 
to  achieve  recognition.  On  the 
other  hand,  where  processors  were 
already  negotiating  with  a  bargain- 
ing association,  recognition  of  a 
new  association  came  more 
quickly. 

Recognition  generally  involved 
testing  the  basic  question  whether 
or  not  the  association  had  sufficient 
tonnage  signed  up  to  be  of  concern 
to  the  processor.  If  the  processor 
could  not  obtain  enough  raw  prod- 
ucts from  nonmembers  or  from  its 
own  production,  recognition  was 
usually  forthcoming.  On  the  other 
hand,  if  the  tonnage  signed  up  was 
not  sufficient,  or  if  the  association 
was  not  stable  enough  to  maintain 
its  membership,  especially  in  as- 
sociations without  an  enforceable 
membership  agreement,  recognition 
often  was  not  achieved. 

However,  after  recognition  had 
been  achieved  from  a  number  of 
processors,  and  satisfactory  nego- 
tiations held  for  a  number  of  years, 
the  problem  of  maintaining  recog- 
nition, although  ever  present,  be- 
came less  difficult. 


29  See  Federal  Trade  Commission  Dock- 
et Xo.  5904.  June  29.  1956:  Cash  Crops 
Cooperative  v.  Green  Giant  Co..  263  Wis. 
353.  57  X.  W.  2d  376,  and  Carpenter, 
G.  Alvin.  The  Organization  and  Operation 
of  the  Utah  State  Canning  Crop  Growers 
Association,  Bulletin  394,  Utah  State  Uni- 
versity, Logan. 


Boxes  of  fruit  being  loaded  at  the  orchard 
for  delivery  to  the  processing  plant.  Time 
and  place  of  delivery,  unloading  schedules, 
and  charges  for  boxes,  hampers,  and  other 
services  are  other  contract  provisions  nego- 
tiated by  bargaining  cooperatives  with 
processors. 

Preparation  for  Negotiations 

Before  actually  sitting  down  at 
the  negotiating  table  with  each  proc- 
essor, it  was  first  necessary  for  the 
associations  to  examine  the  various 
factors  influencing  their  bargaining 
position  in  order  to  crystallize  their 
position  on  price  and  other  contract 
terms  to  be  negotiated.  The  com- 
pleteness and  accuracy  of  the  data, 
as  well  as  the  analysis  and  conclu- 
sions based  on  these  data,  strongly 
influenced  results  of  the  negotia- 
tions. 

Vegetable  Associations 

In  the  early  months  of  the  year 
before  planting  time,  the  vegetable 
associations  held  various  meetings 
of  members,  directors,  and  bargain- 
ing committees  to  examine  and  dis- 
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cuss  their  position  and  approach  in 
the  pending  negotiations. 

Important  to  these  discussions 
were  the  economic  and  marketing 
data  compiled  on  a  yearly  basis, 
where  possible,  by  the  association's 
manager.  Among  the  types  of 
data  used  in  varying  degrees  were 
general  economic  trends;  estimates 
of  acreage,  production,  stocks  and 
pack  movements;  prices  and  con- 
tract terms  in  other  areas ;  produc- 
tion costs;  and  information  on  the 
operations  of  their  processor-cus- 
tomers. 

Beside  national  figures,  the  asso- 
ciations attemped  where  possible  to 
get  estimates  for  the  State  or  area 
the  association  served.  The  annual 
intentions  to  plant  (or  crop  esti- 
mates) required  of  members  by 
some  associations  was  useful  for 
this  purpose.  Sources  of  data  in- 
cluded the  United  States  Depart- 
ment of  Agriculture,  land-grant 
colleges,  Farm  Bureau  organiza- 
tions, trade  papers,  and  personal 
observation. 

From  these  discussions  and  meet- 
ings the  association's  asking  price 
and  its  position  on  other  contract 
terms  were  established  as  guides  for 
the  bargaining  committees  in  their 
meetings  with  each  processor. 

Fruit  Associations 

In  the  early  summer  months  be- 
fore the  beginning  of  the  harvest 
season,  the  fruit  bargaining  associa- 
tions too,  held  meetings  prepara- 
tory to  negotiations.  At  district 
meetings  and  at  meetings  of  the  ad- 
visory councils,  members  were  in- 
formed and  their  attitudes  assessed. 
Board  meetings  and  meetings  of  the 
bargaining  (pricing,  -ales)  com- 
mittees were  devoted  to  analysis  of 
the  association's  bargaining  po- 
sition. 


As  with  the  vegetable  associa- 
tions, the  fruit  associations  based 
much  of  their  discussions  on  eco- 
nomic and  marketing  data  com- 
piled by  the  association's  manager 
from  various  sources.  In  general, 
however,  collection  of  economic  and 
marketing  data  by  fruit  associa- 
tions was  broader  and  their 
analysis  more  advanced  than  that 
of  most  vegetable  associations. 

For  example,  in  addition  to  the 
types  and  sources  of  data  used  by 
the  vegetable  associations,  several 
fruit  associations  used  the  services 
of  a  national  market  research  com- 
pany to  obtain  bimonthly  data  on 
retail  movements  of  the  fruit  they 
handled  and  of  various  competing 
fruits,  as  well  as  background  data 
on  general  m  arket  conditions. 
Engineering  studies  were  employed 
to  estimate  operating  costs  of  proc- 
essing plants  of  various  capacities. 

Relationships  among  various  fac- 
tors influencing  price  were  also  ex- 
amined through  the  use  of  analyses 
prepared  by  the  University  of  Cali- 
fornia and  available  to  both  the 
association  and  the  processor.30 
These  multiple  correlation  analyses, 
often  referred  to  as  the  "Hoos  For- 
mula", showed  the  effect  over  a 
considerable  time  of  snch  variables 
as  domestic  movement  of  the  fruit, 
disposable  personal  income  and  the 
price  of  competing  canned  fruits  on 
the  f.  o.  b.  price  of  the  fruit  being- 
analyzed.  By  estimating  the  value 
of  these  variables  for  the  coming 
year,  the  associations  obtained  a 
guide  for  their  price  negotiations. 

30  See,  for  example,  Hoos,  Sidney, 
Pacific  Const  Canned  Fruits  F.  O.  B. 
Price  Relationships,  l!).~>(>-.*)7 — C  1  i  a  g 
Peaches,  Pears,  Apricots,  Freestone 
Peaches,  and  Fruit  Cocktail.  Memo.  Re- 
port No.  P>7.  Giannini  Foundation  •  '!' 
Agricultural  Economics,  University  of 
California,  Berkeley,  June  1957. 
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Participants  in  Negotiations 

Vegetable  associations  generally 
used  several  bargaining  committees 
as  negotiating  representatives, 
while  the  board,  or  a  committee  of 
the  board,  usually  handled  all  ne- 
gotiations for  the  fruit  associations. 

Vegetable  Associations 

The  boards  of  directors  of  the 
vegetable  associations  generally  ap- 
pointed several  bargaining  commit- 
tees, with  each  assigned  to  nego- 
tiate with  a  separate  processor. 
Membership  of  each  committee  in- 
cluded several  directors  or  members 
who  usually  sold  their  crops  to  the 
processor  plus,  in  most  cases,  the 
association's  manager.  Either  the 
manager  or  one  of  the  other  mem- 
bers served  as  spokesman  for  the 
group. 

The  processing  company's  repre- 
sentative at  the  negotiations  was 
usually  the  president  or  owner  in 
the  case  of  the  smaller  or  locally 
owned  companies,  or,  in  the  case  of 
plants  owned  by  chains,  the  local 
plant  manager  or  raw  product 
buyer.  Usually  the  negotiations 
were  held  in  an  office  at  the  proc- 
essing company's  plant. 

Fruit  Associations 

In  contrast  to  the  vegetable  as- 
sociations, all  the  fruit  association 
negotiations  with  each  processor 
were  conducted  by  the  association's 
board  of  directors,  or  a  committee 
of  the  board,  plus  the  manager. 
The  meetings  were  usually  held 
either  at  the  association's  office 
or  at  a  hotel,  the  association's 
representatives  meeting  separately 
and  in  turn  the  various  representa- 
tives of  each  processor-customer. 


Contract  Involved  and  Sequence 
of  Events 

The  negotiating  sessions  centered 
on  the  contract  specifying  price 
and  other  terms  involved  in  selling 
members'  crops  to  processors — the 
grower-processor  contract  for  vege- 
table associations  and  the  associa- 
tion-processor contract  for  fruit 
associations.  The  sequence  of  events 
in  the  negotiations  reflected  the 
type  of  contract  used. 

Vegeatble  Associations 

With  the  vegetable  associations, 
the  negotiations  revolved  around 
the  terms  contained  in  the  contracts 
used  by  the  processor  in  buying 
raw  products  from  the  grower.31 

While  the  price  per  unit  was  the 
most  important  provision,  other 
terms  directly  or  indirectly  related 
to  the  growers'  returns  were  items 

31  Studies  made  of  the  provisions  in 
vegetable  contacts  of  the  type  men- 
tioned here  include : 

Cravens,  M.  E.,  and  Marlowe,  L.  D. 
A  Check  List  of  Provisions  for  Sweet 
Corn  Grower-Processor  Contracts  Based 
on  an  Analysis  of  70  Grower-Canner  Con- 
tracts, Research  Bulletin  800,  Agricul- 
tural Experiment  Station,  University  of 
Ohio,  Wooster,  November  1957. 

Kline,  R.  G.,  and  Cravens,  M.  E. 
Grower-Processor  Contracts  in  the  Sweet 
Corn  for  Processing  Industry  in  the 
North  Central  States,  Agricultural  Ex- 
periment Station,  Ohio  State  University, 
Columbus,  October  1957. 

Kross,  John  I.,  Grower-Canner  Con- 
tracts for  Limas-Kraut-Carrots,  Bulletin 
513,  Agricultural  Experiment  Station, 
University  of  Wisconsin,  Madison.  June 
1955. 

Kross,  John  I.,  Grower-Canner  Corn, 
Bean  and  Beet  Contracts  in  Wisconsin, 
Bulletin  482,  Agricultural  Experiment 
Station,  University  of  Wisconsin,  Madi- 
son, January  1949. 

Black,  W.  E.,  and  Froker,  R.  K. 
Grower-Canner  Pea  Contracts  in  Wis- 
consin, Bulletin  475,  Agricultural  Ex- 
periment Station,  University  of  Wiscon- 
sin, Madison,  October  1947. 

Huelsen,  W.  A.,  Grower  Contracts  for 
Sweet  Corn,  Circ.  472,  Agricultural  Ex- 
periment Station,  University  of  Illinois, 
Urbana,  May  1937. 
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Before  meeting  with  a  processor,  bargaining  committees  hold  sessions  to  analyze  various 
marketing  and  economic  factors  which  will  influence  the  contract  price  to  be  established 
with  the  processor. 


for  negotiation.  These  included 
grades  and  methods  of  grading,  date 
of  harvest,  costs  for  seeds,  plants, 
hampers,  and  other  services  pro- 
vided by  the  processor,  over  con- 
tracted acreage,  time  and  method 
of  payment,  ownership  of  seed  as 
well  as  vines  and  other  byproducts, 
time  and  place  of  delivery,  and  un- 
loading schedules  and  facilities. 

In  market  situations  where  there 
were  one  or  a  few  dominant  proc- 
essors, the  association  usually  nego- 
tiated first  with  these  firms.  The 
price  accepted  by  the  major  proces- 
sors often  influenced  the  price  ac- 
cepted by  the  other  smaller  firms. 

Between  the  negotiating  sessions 
with  the  processor,  the  association's 
committee  usually  discussed  pro- 
posals and  counter-proposals  at 
meetings  of  the  board  of  directors, 
at  members'  meetings,  or  both.  De- 
pending on  the  association,  the  final 
decisions  were  made  by  the  negotiat- 
ing committee,  by  the  board,  or  by 
the  members. 


When  agreement  was  reached  be- 
tween the  association  and  the  proc- 
essor as  to  the  contract's  terms,  the 
association  then  ''approved*'  each 
processor's  contracts  by  placing  the 
stamp  of  the  association  and  the 
president's  signature  on  each. 
Members,  who  were  bound  by  the 
membership  agreement  not  to  sign 
any  but  "approved  contracts,''  then 
individually  signed  these  processor 
contracts.  The  signing  was  done 
either  at  meetings  called  for  that 
purpose  by  the  association,  at  the 
factory,  or  if  delivered  by  the  proc- 
essor's fieldmen,  at  the  farm. 

Fruit  Associations 

Central  to  the  negotiating  pro- 
cedures used  by  the  west  coast  fruit 
associations  was  the  association 
processor  contract  of  sale.  Each 
fruit  association,  in  performing  its 
functions  as  exclusive  sales  agent 
for  its  members,  used  contracts  of 
sale  signed  by  the  association  for 
its  members  and  by  each  processor. 


34 


A  contract  with  unique  features 
was  used  by  the  California  cling 
peach,  freestone  peach,  and  pear  as- 
sociations, and  with  modifications 
by  other  west  coast  associations.  It 
was  unique  in  that  it  was  an  en- 
forceable contract  for  the  sale  of 
fruit  in  advance  of  the  harvest,  al- 
though no  price  was  specified  in  it. 
Instead  of  a  specific  price,  the  con- 
tract stated  that  ".  .  .  the  Buyer 
must  pay  a  reasonable  price,  and 
further  that  which  is  a  reasonable 
price  is  a  question  of  fact  depend- 
ent upon  the  circumstances  of  each 
particular  case."  Other  provisions 
in  the  contract  stated  the  methods 
for  ascertaining  the  reasonable 
price.32 

Because  of  the  problem  of  estab- 
lishing a  price  before  harvest,  most 
processors  had  used  long-term 
"open  price"  contracts  under  which 
the  growers  agreed  to  sell  and  the 
processor  to  purchase  the  growers' 
fruit  at  the  prevailing  or  market 
price  for  the  particular  season.  The 
bases  for  the  association-processor 
contract  were  stated  by  Attorney 
Gerald  D.  Marcus: 

"With  the  encouragement  of 
Ralph  B.  Bunje,  general  manager 
of  the  California  Canning  Peach 
Association,  Inc.,  Joseph  Wahr- 
haftig  (attorney  for  several  of  the 
fruit  bargaining  cooperatives)  de- 
veloped the  concept  that  a  contract 
with  canners  which  provided  that 
the  price  of  the  produce  should  be 
a  'reasonable  price'  would  be  le- 
gally enforceable  under  recent 
trends  in  the  California  law. 

"The  rationale  for  this  concept 
was  to  be  found  in  a  line  of  cases 
dealing  with  leases  which  contained 
options  in  which  the  lessor  and 
lessee  agreed  that  the  rental  for  the 

32  See  appendix  for  major  provisions 
contained  in  this  type  of  contract. 


extended  period  of  their  lease 
should  be  a  'reasonable  rental7. 
For  many  years,  it  was  held  that 
such  options  were  not  enforceable 
because  there  was  a  lack  of  cer- 
tainty with  respect  to  the  essential 
matter  of  the  amount  of  the  rental. 
In  recent  years,  the  California 
courts  have  held  that  such  a  provi- 
sion was  enforceable,  reasoning 
that  the  parties,  in  drawing  up  such 
an  agreement,  had  contemplated 
that  the  option  would  be  enforce- 
able and  that  what  was  reasonable 
could  therefore  be  determined  by 
the  court  if  the  parties  themselves 
could  not  agree. 

"Some  support  for  the  new  con- 
tractual concept  can  be  found  under 
the  provisions  of  section  1729  (4) 
of  the  California  civil  code  which 
provides  that  Avhere  the  price  is  not 
determined  by  the  contract,  'the 
buyer  must  pay  a  reasonable  price' 
and  further  'what  is  a  reasonable 
price  is  a  question  of  fact  depend- 


Members  study  economic  marketing  data 
being  passed  out  as  part  of  a  membership 
meeting.  Such  meetings  are  an  important  part 
of  the  preparations  made  by  bargaining  co- 
operatives for  their  price  negotiations  with 
processors. 
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ent  on  the  circumstances  of  each 
particular  case.' 

"Needless  to  say,  neither  associa- 
tion nor  processor  wishes  to  have 
the  reasonable  price  determined  by 
a  court  of  law.  Consequently,  there 
are  provisions  in  the  contracts 
which  have  been  executed  by  the 
majority  of  processors  of  produce 
purchasing  from  the  association 
each  year,  whereunder  the  proces- 
sors agree  that  if,  within  the  time 
limit  specified,  a  sufficient  number 
of  them  accept  the  price  which  the 
association  announces  as  an  open- 
ing price,  this  price  becomes  im- 
mediately binding  on  all  of  the 
processor  purchasers  from  the  as- 
sociation." 33 

These  provisions  for  establishing 
price  influenced  the  sequence  of 
events  in  the  annual  negotiations. 
Since  the  contracts  covered  grades 
and  other  conditions  of  sale,  the 
negotiations  were  devoted  prima- 
rily to  price. 

Before  the  harvest  season,  the  as- 
sociations were  required  to  an- 
nounce an  opening  price  which 
they  believed  "reasonable"  for  each 
grade  or  grades.  To  determine  this 
opening  price  the  associations  re- 
lied on  analyses  of  the  economic 
and  marketing  data  they  had  com- 
piled as  previously  mentioned.  In 
addition  the  associations  held  a  se- 
ries of  individual  meetings,  or  con- 
sultations, with  each  processor  to 
obtain  the  feeling  of  the  industry 
as  to  price.  Important  to  these  dis- 
cussions, which  were  held  in  confi- 
dence, were  estimates  regarding  the 
influence  of  expected  volume,  dis- 

33  Marcus,  Gerald  D.,  Legal  Problems  in 
Organizing  and  Operating  Bargaining 
Cooperatives — Organizational  and  Con- 
tractual Aspects  Under  State  Law.  Pro- 
ceedings of  the  Conference  on  Fruit  and 
Vegetable  Bargaining  Cooperatives,  un- 
numbered report,  Farmer  Cooperative 
Service,  U.  S.  Dept.  of  Agr.,  1967. 


posable  income,  and  competing 
commodities  on  price. 

Following  these  meetings  with 
processors,  and  after  meetings  of 
the  boards  in  which  all  the  avail- 
able information  was  examined,  the 
associations  announced  their  open- 
ing price  simultaneously — usually 
by  telegraph — to  the  processors. 
The  processors  who  signed  the  as- 
sociation-processor contracts  then 
had  3  days  in  which  to  advise  the 
associations  of  their  acceptance  or 
rejection  of  the  announced  price. 

If  the  price  was  accepted  by  a 
certain  number  of  processors  (usu- 
ally one-third)  whose  purchases 
totaled  a  certain  percentage  of  the 
tonnage  the  association  offered  for 
sale  (usually  33  to  45  percent) ,  then 
the  announced  price  became  the 
"reasonable"  price  stated  in  the  con- 
tract and  was  binding  on  all  proc- 
essors signing  the  contracts. 

If  the  price  was  not  accepted  by 
the  requisite  processors,  the  associa- 
tions could  then  hold  further  con- 
sultations with  them  and  reconsider 
the  data  on  which  their  price  was 
based.  Within  5  days  after  the  first 
announcement,  the  associations  an- 
nounced a  second  price,  which  could 
be  the  same  as,  or  different  from, 
the  opening  price.  The  processors 
again  had  3  days  to  accept  or  re- 
ject the  second  price,  which,  if  ac- 
cepted by  the  requisite  processors, 
became  the  contract's  "reasonable 
price." 

While  the  situation  had  never 
arisen,  in  the  event  the  second  price 
was  rejected,  the  reasonable  price, 
"which  is  a  question  of  fact  de- 
pendent upon  the  circumstances  in 
each  particular  case,"  would  be  de- 
termined by  a  court  of  law. 

Among  other  provisions  dealing 
with  price  were  those  on  price  de- 
viations by  the  association  and  the 
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processor.  If  an  association  sold 
any  of  its  members'  fruit  during 
the  season  at  a  price  lower  than  the 
previously  established  price,  the 
reasonable  price  of  the  contract  was 
accordingly  revised  downward.  On 
the  other  hand,  if  a  processor 
bought  any  fruit  at  a  price  higher 
than  in  the  association  contract,  the 
price  was  accordingly  revised  up- 
ward. 

Other  provisions  were  those  deal- 
ing with  grades,  tonnage,  substitu- 
tion of  tonnage,  non-performance 
due  to  causes  beyond  the  control  of 
the  association  or  the  processor, 
deliveries,  grading  in  the  absence  of 
third-party  grading,  boxes  and  pal- 
lets, time  and  method  of  payment, 
processor  service  charge,  assign- 
ment of  fruit  to  guarantee  payment, 
and  relation  of  the  contract  to  ap- 
plicable marketing  agreements.34 

Other  Services  Provided 
Members 

Negotiation  of  contract  prices 
and  terms  was  the  major  marketing 
service  performed,  but  both  fruit 
and  vegetable  bargaining  associa- 
tions generally  provided  other  serv- 
ices to  members.  Important  among 
these  services  was  information  for 
the  grower-member  on  marketing 
conditions  and  cultural  practices 
usually  provided  through  newslet- 
ters or  fieldmen. 

The  California  Canning  Peach 
Association,  Inc.,  had  held  six  an- 


34  See  appendix  for  details  on  these  and 
other  provisions. 


nual  Cling  Peach  Clinics  in  coop- 
eration with  the  University  of 
California  to  pass  on  to  growers 
latest  developments  in  both  produc- 
tion and  marketing.  The  Utah 
State  Canning  Crops  Association, 
Inc.,  in  cooperation  with  the  State 
university  and  the  State  canners' 
association,  held  annual  short 
courses  for  growers  and  for  can- 
ners' fieldmen.  Held  annually 
since  1938,  these  short  courses  also 
dealt  with  production  and  market- 
ing information. 

Service  to  members  was  also  pro- 
vided through  stimulation  of  re- 
search on  production  and  market- 
ing problems  such  as  new  varieties, 
disease  and  pest  control,  grading 
standards,  and  cost  of  production. 
This  was  usually  done  by  contrib- 
uting funds  to  Federal,  State, 
commodity,  and  processor  organi- 
zations doing  such  research  Avork. 
However,  one  vegetable  associa- 
tion— the  Northwest  Washington 
Farm  Crops  Association,  Inc.,  Mt. 
Vernon — had  established  an  experi- 
mental center  to  combat  weed,  pest, 
and  fertilizer  problems  that,  at  one 
time,  nearly  destroyed  their  pea  in- 
dustry. 

Other  services  provided  in  vary- 
ing degrees  by  the  associations  in- 
cluded checking  on  processors' 
financial  responsibility ;  supervis- 
ing grading,  weighing,  unloading, 
and  other  such  items;  representing 
growers  on  legislation,  marketing 
orders,  and  commodity  promotion 
programs;  and  assisting  in  obtain- 
ing seasonal  labor. 


37 


-c 

on 

O 


CK 


u 
O 

a 
k- 

-£! 

IB 
o 
~£ 

On 
:> 

c 

0 


o 

v. 

On 


iT3 

O  cu 

s: 

Fh  -rH 

o3  d 
CD  03 
>h  b£ 


a 

o 
o 
<-» 

On 
c 
c 

5 
On 
k. 
O 


— C 

o 


c 

a 
a 


d  02 

o 


as  i-i 
as  as 


03  O* 


©  rH 

a;  as 


53  o 


5  X 


CD      CO  1> 

cs    as  as 


c 

03 
bC 
O 
- 


-3    .S  o 


o 

to 
in 

< 

02 

O 
u 

o 

bD 


03 

Fh 

_bfl 

Cali 

Mic 

6 

CO 

CO 

co 

< 

cJ 

CO 

> 

Fh 

5 

CD 

'-+3 

o 

o 

'3 
o 

O 

CO 

CO 

co 

< 

t-t 

<v 

^  c 

ch 

o " 

Fh 

03 
CD 

O 

Ph 

CO 

bp 

5b 

S  o 


O  03 


2  ° 

9  o 


~  :>  ^  .c  o 


o 

*  '£  «- 

"S  g  § 
E  a  be 

6  s 

<N  CO 


§  "S  .  5  a 


-  $ 

Fh 

.2  ! 

S  M> 

O 

o  d 

O 

bJD 

>H 

S  2 

CD 

CP 

Q 

6  ; 

O  o3 

•  r 

6 

1  * 

H  i 

O 

V3 

> 

'  .2 

Fh 

I 

>  50 .  - 

'5 
o 

"§  5.2 

oc 

CO 

o 

O 

!  5 

1  cc 

111 

CO 

co 

Fh 

CD 

o 

O 

03  CO 

—  — 

Fh 

Fm 

.5  |  £ 

c 

O 

_>  g  0 

cd 

o 

Fh 

O 

2  o 

x'-_2  ^ 

0 

M 

§1  g 
*  Si 

1  CO 

bfi 

CO 

b£  - 

15 

1  i 

£  H 
o 

o  ^  . 


?  -  so 


£  WO 

6  H^i 


II 
.5  o 


as 

< 


w 

CP 
O 

c3 
CP 
ft 
CP 


PQ 


PQ 


Oh 
ft 
< 


CP 

,Q  ft 
a  ft 


53  o 


Ci  o  o 

05  OS  Ci 


CO  co  co 

OS  Ci       Ci  Oi 


rR  OJ 


2  2° 

02         02  !R 

f  I  3 


ft  '&C  J 

R1^  ojC 
c3  R 

til 


o  -R 


§  £  S 


o 

o  r3 


CP  i-H 

o  S 

ft: 


1  I 

In 

<1  cp 


o  $ 


2  £ 

R  O 


5  § 


CP  ^ 


<5 


02  R 
O  £ 


3  § 

ft 

o 


o 


hn  >H     ft)     >1  r- 


3  a;.R°*-£ 
g  >»  r  1 


ft 

bJO 


<1  < 

o  +3 

-  CP 

o 


£_.  tjj  CP 
3~ft 

ft- 


bJD 


CP        R  .  <~l 


?3  •+=  s5 


O  O 


2  '§  fl-S  S 


R    C^ryr-^  b£ 


o3 
R 

.2  ft 
2  ««-> 


CP 

o 

u 

o 


-£  cp 

£  6 


<  ™ 


CP 

0Q  £ 


w  a3 


<> 
.2^> 

08       g  ^ 


O 

CP 


CP 

ft 
o 
c 
C 


X^)   02  w 

2  m  *  S 
O  ftO  <=3  O 

o 


ft  pS 


o 


6  ^ 


00  C5  o 
rH  tH 


S5  =  2  in 
o1-1  ^i— 

ft    ^  ; 


>  r3  T3c72 

2-|- 
'J  ft 


8>g 
^ftft 
ft  S 

_  R  O 

2-R  Q 


-75 


S  g  =  5  Rj= 

S  d  .s  §  ^  = 

-P  >lS-'- 

O    ^  m 


00  C5 
CM  CNJ 


-c 

On 

O 


Os 


-o 
o 

On 
C 

o 


2  c 

c 
o 

on 


o 

QQ 


o 


c 

a 
a 


bC  cd  cd 

o3  X!  -O 

I  ll 

co  ^  » 

«J  ^o 


CD  o3 


'J 


bD 
c3 
s- 
- 
ft 
CO 


•°  'S 

O  CO 
O  DO 

£^ 

C  to 


SO 


cd  cd 

o 
u 

pq 


O 


o3  O  . 

r-  CO  O 
H   X  .S 


bcS  c 


CO  CO 


o3^  c 


03^ 


o 
ft 

CO 
CD 

CD 

;s 


®  >  » 

-H>  t>  to 
o3  o<< 

°o^ 

cp     £  _c-  o 


-t-5  CP 


CD  CD 


~  CD  CD 


bc£  o 
05<'S  s!  <p 


CD  C 


to  £ 

CD  O 


h  £  ^  v-/  .~ 

b£  2  ^  "S  -5 

cdS  ^ 
g^eo  © 


o2 


£  -  CD-^  CD 

3  o&  _j  ft 

-  -  —  CD  CD  d 


CO 

CD  to 
c3  o-H 


ft  03  CD  > 


If 


o3 

2  a 


(H  O 

X  to 

O  co 

£  c3 
o3 

■s  g 


'£    .  M  o3  S 


■g  «-  .9  id  © 
^  O  +3  -u  t3 


T3  J 
CD  - 

43  O 


o 

ft  U 

o 

O  to 

C  CD 

.2  ft 

43  o 

o3  O 

•so 

CD- 
ce  co 
co 

o3  CD 

a  I 

r-T  CD 

si 


o3  to 


<  s 

to^; 

CD  CD 

oS 

2  c 

5>§ 

03  s 
o3  co 
ft."S 

CO 

^  CD 
CD  ClD 

•51 

O-o 


CD  »C 

o 

03  .S 

CD  C 

ft  s-1 

II 


_,  o 

—  to 
O  to 


toO 
o  o 
1^ 

2  £ 
Co 

o3H 
<d  cj 
ft  ~ 

ei3 

a  cd 
(-  b£ 

O  q 


03  -- 


O  O 


.g-o  <d,,h.2  ^ 
O  c3r^2    L  *  ^ 

'■^  g  cp  s  =  5-  ^  o 

o^-r*  e t-h  co 43    +3^^  ^-^^    -rs  53  5<  =3 


CD  ?  o 
jo   CD  'r* 


bp  g 


o  ? 


o  ^ 

O  72 
CO  Sh 
CO  CD 

<^ 

CD  CD 

13 

O  o 


o  .s 


-C  co 

co 

03  CD 

*l 

CD  ^J 
^  b£ 

^  O 
^ 


-03? 

03  a) 

C  CP 
Oft  03 


bC  ft 

.£  S 

S  to 
C  CD 
03  CD 


^Ot3 


03  5 

cp  c  3 

ft  S  R 

w  o  o 

bD^j  es 

|3l 

•2-43  « 


CO  r~ 

5' 


•o 


-   03  CD   |-  CD  CD  CP 

?8  ft  2  SS^  §  s 


CO  C35 
O       t—  CD 

CD  • 


O  O 


x 


^  0  "O" 

oT3  g  CD  03  O-g  a 


CD 


22 


CO  CO 


.2  cp  rJ 

°  2  CD 
X  O 


O  ^ 


40 


Example  of  Vegetable  Association  Membership  Agreement 


This  agreement  made  and  executed  this  day  of  

19__,  by  and  between  the  Association,  a 

corporation  of  the  State  of  with  principal  place  of 

business  at  ,  hereinafter  referred  to  as  the  ASSO- 
CIATION, and   a  member  of  said  association, 

of  County,  State  of  

hereinafter  referred  to  as  the  GROWER : 

WITNESSETH: 

WHEREAS,  the  Grower  is  one  of  a  group  of  persons  in  the  locality 
of  County,  State  of  ,  who  are  en- 
gaged in  the  production  of  canning  crops  and 

WHEREAS,  he  is  unable  acting  by  himself  to  carry  on  said  enter- 
prise as  efficiently  and  economically  as  if  acting  in  cooperation  with 
other  producers,  therefore,  said  producers  have  caused  to  be  organized 
the  Association  above  named,  by  and  through  the  agency  of  which  it 
is  intended  to  carry  on  said  enterprise  on  a  cooperative  basis. 

XOW  THEREFORE,  in  consideration  of  the  mutual  covenants 
and  agreements  herein  contained,  the  parties  agree  as  follows : 

1.  The  Grower  hereby  appoints  the  Association  as  his  sole  agent 
for  the  purpose  of  marketing,  or  contracting  for  the  sale  of  all  canning- 
crops  to  be  grown  by  him  or  for  him  on  lands  owned  or  otherwise 

held  by  him  within  the  County  of  State  of 

 ,  during  the  life  of  this  contract. 

2.  The  Grower  agrees  to  pay  to  the  Association  his  pro  rata  share 
of  all  expenses  incurred  by  it  in  carrying  out  the  purposes  of  this 
agreement,  and  in  case  payments  shall  be  made  directly  by  the  pur- 
chaser to  the  Grower,  then  the  Association  is  hereby  authorized  to 
receive  from  the  first  payment  made  on  said  canning  crops  by  the 
purchaser,  the  Growers'  pro  rata  share  of  all  such  expense,  and  will 
authorize  the  purchaser  to  make  such  payment  directly  to  the  Associa- 
tion; provided,  however,  that  said  expense  shall  not  exceed  1%  per- 
cent of  the  sale  price  of  all  canning  crops  sold  by  grower  for  any  one 
year;  and  in  case  said  sum  shall  be  more  than  sufficient  to  pay  the 
expenses  of  the  Association,  then  the  same  may  be  retained  as  a  reserve 
fund  to  be  used  by  the  Association  in  the  interest  of  the  growers, 
or  be  prorated  back  to  the  members  of  the  Association  as  the  Board 
of  Directors  of  the  Association  see  fit. 

3.  The  Association  shall  endeavor  to  market  said  canning  crops  for 
the  Grower  whenever  and  wherever  a  market  may  be  found  which  in 
its  judgment  may  be  satisfactory  to  the  Growers,  and  shall,  if  deemed 
advisable,  invite  into  the  districts  of  the  Association  other  capital, 
and  shall  make  such  other  efforts  as  shall  be  deemed  wise  for  the 
purpose  of  enabling  the  grower  to  obtain  a  fair  and  profitable  price 
for  his  canning  crops,  but  the  Association  shall  not  be  liable  for  any 
damages  that  the  Grower  may  sustain  by  reason  of  a  failure  to  sell 
said  canning  crops,  if  in  the  judgment  of  the  officers  of  the  Association 
the  price  offered  therefor  is  not  satisfactory. 
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4.  It  is  further  understood  and  agreed  that  the  Grower  shall  have 
control  over  his  acreage  and  production,  and  the  Association  is  not 
required  to  assume  any  responsibility  with  respect  thereto,  but  the 
Grower  specifically  agrees  to  plant  and  care  for  not  less  than  the 
acreage  hereinafter  provided  for;  and  it  is  agreed  that  all  canning 
crops  which  the  Grower  shall  harvest  in  whatever  amount,  shall  be 
subject  to  this  contract. 

5.  To  enable  the  Association  to  estimate  the  amount  of  acreage 
which  was  planted  to  canning  crops  last  season,  the  Grower  hereby 

declares  that  he  planted  to  canning  crops  acres  during  the 

season  of  19  ,  and  intends  growing  the  same  acreage  for  the  season 

of  19  provided  a  marketing  contract  shall  have  been  procured  by 

the  Association  prior  to  the  planting  season ;  and  the  Grower  further 
agrees  that  he  will  notify  the  Association  in  writing  on  or  before 
January  1st  of  each  and  every  year  during  the  life  of  this  contract  as 
to  the  acreage  which  he  proposes  to  plant  to  canning  crops  for  the 
ensuing  year. 

6.  It  is  specifically  understood  and  agreed  that  this  contract  is  one 
of  many  similar  contracts  between  the  Association  and  the  Growers, 
who  are  mutually  and  individually  obligated  under  the  terms  hereof, 
that  the  Association  shall  be  deemed  to  be  acting  in  its  own  name  for 
and  on  behalf  of  all  such  Growers  in  carrying  out  the  provisions  of 
such  contracts  or  in  any  action  or  legal  proceeding  resulting  there- 
from, and  that  the  Association  has  a  special  and  valuable  interest  in 
the  faithful  performance  of  this  agreement  by  the  Grower,  and  that 
the  Association  and  the  Growers  would  be  materially  damaged  by 
breach  of  this  contract  by  any  Grower,  and  the  amount  of  such  damage 
being  unknown  and  difficult  to  ascertain,  it  is  specifically  agreed  that 
the  Grower  will  pay  the  Association  25  percent  of  the  contracted  price 
as  liquidated  damage  on  all  canning  crops  sold  or  otherwise  disposed 
of  by  or  for  him  other  than  in  accordance  with  the  terms  of  this  con- 
tract, which  sum  has  been  duly  considered  and  is  agreed  upon  as  a 
reasonable  damage,  and  the  Grower  agrees  to  pay  all  costs,  expenses 
and  fees  incurred  by  the  Association  in  any  action  or  proceeding  for 
breach  of  this  contract. 

7.  It  is  further  understood  and  agreed  that  this  agreement  shall  be 
binding  upon  the  grower,  his  representatives,  successors  or  assigns 
during  the  term  of  this  contract,  or  so  long  as  he  raises  canning  crops 
directly,  or  indirectly  exercises  ownership  or  control  over  any  canning 
crops  or  interest  therein,  or  of  the  land  upon  which  said  canning  crops 
are  grown  during  the  term  of  this  contract. 

8.  This  contract  shall  become  operative  at  the  date  of  signature 
and  shall  remain  in  force  continuously  unless  cancelled  in  writ  ing  by 
either  party  between  the  1st  and  10th  days  of  March,  inclusive,  of 
any  year  and  in  case  of  such  cancellation  notice  thereof  shall  be 
served  upon  the  opposite  party  and  shall  not  become  effective  until 
the  1st  day  of  July  following  the  date  of  service  provided  that  the 
right  of  cancellation  by  the  Grower  may  be  exercised  only  in  the 
event  that  all  his  obligations  to  the  Association  shall  have  been  paid 
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in  full  at  the  time  of  service  of  such  notice,  and  it  is  understood  that 
such  obligations  shall  include  a  fair  pro  rata  of  any  unpaid  obligations 
assumed  by  the  Association  while  the  Grower  is  a  member  thereof. 

9.  It  is  understood  that  a  breach  of  this  contract  by  any  one  or  more 
of  the  members  of  the  Association  shall  in  no  way  impair  the  obliga- 
tions hereof  with  respect  to  any  other  member  or  members. 

IN  WITNESS  WHEKEOF,  the  Association  has  caused  this  con- 
tract to  be  signed  by  its  president  and  attested  by  its  secretary,  and 
the  Grower  has  hereunto  affixed  his  signature  the  day  and  year  first 
above  written. 

ATTEST 


Secretary. 


By  _____ 

President. 

By  

Grower. 


Example  of  a  Fruit  Association  Membership  Agreement 

This  Agreement  is  entered  into  on  the  date  sub- 
scribed hereto,  between  the  

ASSOCIATION,  an  agricultural  cooperative,  in- 
corporated under  the  laws  of  the  State  of  

(hereinafter  called  "Association"),  and  the  under- 
signed peach  grower  member  of  the  Association 
(hereinafter  called  "Member"). 

1,  Member  hereby  appoints  and  designates  Asso- 
ciation as  exclusive  sales  agent  for  and  agrees 
annually  to  market  through  the  facilities  of  the 

Association  all  annually  produced 

by  Member  for  processing  and  all  

of  Member  to  be  processed  in  any  year  during  the 

existence  of  this  Agreement,  (The  

which  Member  is  obliged  to  market  hereunder  shall 

be  hereinafter  referred  to  as  "signed  "). 

Signed  are  to  be  produced  on  the  land  de- 
scribed at  the  foot  of  this  agreement.  The  minimum 
number  of  tons  of  signed  shall  be  the  num- 
ber of  tons  of  to  be  processed  and 

which  are  designated  by  Member  in  a  form  prescribed 
by  the  Association  and  transmitted  to  the  principal 
office  of  the  Association  on  such  day  in. the  month 
of  June  of  each  year  as  is  fixed  by  the  Association. 


Parties 


Assignment 
of  Signed 
Tonnage 
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Sale  and 
Delivery 
of  Products 


Pooling 
of  Products 


Arbitration 
of  Grade 
Disputes 


A  variation  of  number  of  tons  of  signed  

within  a  tolerance  of  ten  per  cent  over  or  ten  per  cent 
under  the  designated  number  of  tons  shall  not  be  a 
breach  of  this  Agreement  by  Member. 

Signed  shall  be  of  the  variety  or  varieties 

hereinafter  indicated  and  shall  be  delivered  in  mer- 
chantable condition  to  the  Association  or  its  order 
at  such  place  or  places  as  the  Association  shall 
designate,  as  soon  as  practicable  after  they  are  in  a 
condition  to  be  picked,  as  determined  by  the 
Association. 

2.  The  Association  is  hereby  authorized,  and 
Association  agrees,  to  determine  in  its  sole  discretion 

as  to  the  sale  of  signed  for  processing  (not 

including  drying) ,  and  the  Association  is  empowered 

to  sell  for  processing  to  such  canners,  firms, 

persons,  corporations,  and  at  such  prices  as  the  Asso- 
ciation shall  determine;  provided,  however,  that 
insofar  as  practicable  and  possible,  the  manager  of 
the  Association  will  confer  with  and  respect  the 
desires  of  Member  before  the  Association  sells  Mem- 
bers signed  to  other  than  a  processor  or 

processors  designated  by  Member. 

3.  In  carrying  on  its  business  as  exclusive  sales 
agent  for  the  handling  and  marketing  of  Member's 

signed  ,  and  in  determining  the  net  proceeds 

therefrom  for  return  to  the  members  furnishing  the 
 ,  the  Association  may  pool  the  pur- 
suant to  such  rules  and  regulations  as  the  Board  of 
Directors  of  the  Association  (hereinafter  called 
"Board")  may,  from  time  to  time,  prescribe.  Such 
pools  shall  open  and  close  at  such  times  as  the  Board 
may  decide:  and  the  Board  may,  at  any  time,  for 
reasons  by  it  deemed  sufficient,  close  any  pool,  or  ex- 
tend the  time  for  closing  any  pool.   The  Board  may 

also  exclude  from  airy  pool  any  because  of 

difference  in  quality,  damage  by  the  elements,  or  for 
other  reasons  deemed  satisfactory  by  the  Board.  In 
this  reference  the  Board  may  make  rules  and  regula- 
tions respecting  the  picking  and  delivery  of  signed 

 and  may  provide  inspectors  and  graders  to 

grade  and  classify  signed   Member  agrees 

to  observe  and  to  conform  to  such  rules  and  regula- 
tions and  accept  the  grading  standards  and  classifica- 
tions established  by  the  Board. 

If  Member  should  dispute  the  classification  or 

grading  of  his  signed   ,  he  may  demand 

immediate  arbitration  of  such  dispute  in  accordance 
with  Section  14:  of  this  Agreement. 
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Service 
Charges 
and  Pool 
Returns 


Payment 
for  Products 
and  Revolving- 
Fund 


Delivery  to 
Other 

Cooperatives 


Prior 
Contracts 


Subject  to  the  right  of  the  Association  to  retain 
and  deduct  its  operating  expenses  and  such  amounts 
as  may  be  retained  for  the  Association  Revolving 
Fund,  and  subject  to  the  provisions  of  Section  4 

hereof,  the  net  proceeds  of  the  in  any  pool 

shall  be  returned  and  paid,  at  such  time  or  times, 
and  from  time  to  time,  as  the  Board  shall  determine, 

to  the  members  furnishing  for  that  pool, 

and  in  such  manner  that  the  net  proceeds  from  each 

class  of  in  the  pool  are  prorated  among  the 

members  supplying  that  class  and  in  the  proportion 
furnished  by  each.  The  various  classes  in  a  pool 
shall  be  as  established  by  the  Board,  and  shall  take 
into  consideration  and  be  determined  by  kind,  quality 
and  size  of  

4.  The  Association  agrees  that,  to  the  extent  prac- 
ticable, it  shall  cause  the  processor  or  processors  to 
whom  the  Association  negotiates  a  sale  of  Member's 
signed  to  pay  directly  to  Member  a  mini- 
mum of  ninety-five  per  cent  (95%)  of  the  proceeds 

of  sale  of  said  in  a  manner  and  at  the  time 

or  times  which  are  consistent  with  any  contract  of 
sale  between  the  Association  and  such  processor  or 
processors.  Member  hereby  authorizes  the  Associa- 
tion to  retain  five  per  cent  of  such  proceeds  of  sale. 
Any  part  of  said  five  per  cent  of  proceeds  of  sale 
which  is  not  consumed  as  operating  expense  of  the 
Association,  computed  on  a  non-profit  cooperative 
basis,  may  be  retained  by  the  Association  for  the 
Association  Revolving  Fund  in  conformity  with  the 
By-Laws  of  the  Association,  reference  to  which  is 
hereby  made;  provided,  however,  the  maximum 
amount  of  the  Association  Revolving  Fund  in  the 
aggregate  may  not  exceed  the  maximum  sum  of 
$50,000  at  any  one  time. 

5.  With  the  written  consent  of  the  Association, 
Member  may  deliver  all  or  a  portion  of  his  signed 
 of  any  year  to  any  other  legally  constituted  agri- 
cultural cooperative  marketing  association ;  provided, 
that  such  consent  in  all  instances  shall  be  limited  to 

the  signed  of  one  crop  year.    In  the  event 

of  such  delivery  of  Member's  signed  to  such 

other  cooperative  association,  the  Association  shall 
be  entitled  to  be  paid  by  Member  of  such  other  co- 
operative association  such  part  of  Association's  op- 
erating expenses  (determined  on  a  non-profit  coop- 
erative basis)  as  shall  be  determined  by  the  Board. 

In  the  event  that  on  the  date  hereof,  Member  is, 
by  contract,  obliged  to  market  signed  to  or 
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Liquidated 
Damages 
for  Non- 
Delivery 


Deliveries 
to  Be  Made 
In  Name 
of  Member 


through  a  cooperative  cannery  or  a  commercial  can- 
nery, the  appointment  of  the  Association  as  exclu- 
sive sales  agent  for  signed  shall  not  be  or 

become  effective  until  such  time  as  Member  is  no 

longer  obliged  to  market  the  signed  to  or 

through  such  cooperative  cannery  or  commercial  can- 
nery ;  provided,  however,  Member  shall  not  cause  to 
be  renewed  or  extended  Member's  such  contract  with 
a  commercial  cannery  beyond  such  date  of  termina- 
tion as  is  provided  in  such  contract  (i.  e.,  contract 
with  a  commercial  cannery)  on  the  date  of  this 
Agreement  ;  provided,  further,  that  all  provisions  of 
his  Agreement  with  respect  to  Member's  obligation 
to  share  Association's  operating  expenses  and  to  con- 
tribute to  the  Association's  Revolving  Fund,  shall 
immediately  become  effective,  irrespective  of  Mem- 
ber's obligation  to  deliver  signed  to  a  co- 
operative cannery  or  commercial  cannery.  Member 
shall  execute  and  perform  all  assignments  and  other 
undertakings  deemed  necessary  by  the  Association 
to  effectuate  such  sharing  of  expenses  and  contribut- 
ing to  the  Association  Revolving  Fund. 

6.  In  the  event  Members  shall  sell,  market  or  dis- 
pose of  any  signed  of  Member,  contrary  to 

the  provisions  of  this  Agreement,  or  shall  sell,  mar- 
ket or  otherwise  dispose  of  any  signed  other 

than  through  the  agency  of  the  Association,  such  act 
will  injure  the  Association  in  an  amount  that  is,  and 
will  be,  impracticable  and  extremely  difficult  to  de- 
termine and  fix,  and  that  is,  therefore,  fixed  in  an 
amount  of  twenty-five  per  cent  of  the  market  value  of 

all  (in  no  event  less  than  $10  per  ton)  that 

are  sold,  marketed  or  disposed  of  contrary  to  the 
provisions  of  this  Agreement,  and  which  amount 
Member  so  violating  this  Agreement  agrees  to  pay. 
and  shall  pay,  to  the  Association  as  liquidated  dam- 
ages and  in  default  of  payment  thereof  to  the  As- 
sociation upon  demand,  such  damages  may  be  re- 
covered in  any  court  of  competent  jurisdiction  in 
the  name  of  the  Association.  In  case  any  action  is 
brought  against  Member  of  the  Association  to  re- 
cover from  Member  the  damages  above  provided  for. 
Member  agrees  to  pay  all  costs,  premiums  for  bonds, 
expenses  and  fees  in  such  action. 

7.  All  deliveries  of  signed  are  to  be  made 

in  the  name  of  the  Member  unless  notice  to  the  con- 
trary is  given  in  writing  to  the  Association,  and  all 
payments  or  advances  hereunder  are  to  be  made  to  the 
person  in  whose  name  such  deliveries  are  made  or 


Termination 
of  Agreement 


Possession 
of  Products 


Annual  Crop 
Estimates 


upon  order  signed  by  him  and  duly  accepted  by  the 
Association ;  provided,  however,  that  if  at  the  time  of 
such  deliveries  there  stand  on  record  a  crop  mortgage 
covering  the  crop  so  delivered,  such  payment  or  ad- 
vance shall  be  made  as  directed  by  request,  in  writing, 
signed  by  both  mortgagor  and  mortgagee. 

8.  Either  party  hereto  may  terminate  this  Agree- 
ment and  membership  in  the  Association  by  giving 
written  notice  to  the  other.  If  member  is  terminat- 
ing this  Agreement,  he  shall  give  such  notice  between 
the  18th  day  and  28th  day  of  February  of  any  year ; 
if  the  Association  is  terminating  this  Agreement,  it 
shall  give  such  notice  between  the  first  day  of  March 
and  the  first  day  of  May  of  any  year.  Such  termina- 
tion shall  be  effective  as  of  the  end  of  the  month  dur- 
ing which  such  notice  of  termination  was  given.  Re- 
gardless of  termination,  Member  shall  be  entitled  to 
receive  any  sums  for  delivered  and  on  ac- 
count of  contributions  to  the  Association  Revolving 
Fund  at  the  same  time  or  times  he  would  have  re- 
ceived them  had  this  Agreement  not  been  terminated. 

9.  This  instrument  is  intended  by  the  parties  to, 
and  does  hereby,  authorize  and  empower  the  Asso- 
ciation to  transfer  property  in  all  of  the  signed 

 and  to  give  the  Association  the  right  to  the 

possession  of  the  said  when  they  are  mature 

for  picking ;  immediately  thereafter,  the  Association 
shall  have  the  right  to  enter  upon  Member's  land  and 
to  remove  the  said  ,  but  the  right  of  the  As- 
sociation to  so  enter  and  remove  said  shall 

not  affect  the  obligation  of  the  Member  to  deliver 

signed  as  above  provided.  In  the  event  the 

Association  should  elect  to  enter  upon  the  Members* 
land  and  to  remove  the  said  ,  the  Associa- 
tion may  cause  to  be  deducted  from  the  Member's  re- 
turn a  sufficient  amount  to  cover  the  reasonable  ex- 
penses of  picking  and  hauling  the  said  

10.  On  or  before  the  1st  clay  of  May  of  each  year 
after  the  effective  date  of  this  Agreement,  the  Mem- 
ber shall  furnish  in  written  form,  and  such  manner 
and  at  such  time  or  times  as  the  Association  shall 

prescribe,  such  estimates  of  Member's  signed  

tonnage  as  the  Association  may  determine.  The  As- 
sociation may  require  that  Member,  in  furnishing 
such  estimates,  shall  designate  his  preference  of 
processor  or  processors  as  purchasers  of  his  signed 


Copartnerships         n.  If  this  Agreement  is  signed  by  the  members  of 
a  copartnership,  it  shall  apply  to  them  and  to  each 
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of  them  individually  in  the  event  of  a  dissolution  or 
termination  of  said  copartnership. 

12.  In  case  of  a  bona  fide  sale  made  by  the  Mem- 
ber of  any  portion  or  all  of  the  land  upon  which  the 

signed  are  produced  to  any  person,  firm  or 

corporation  during  the  term  of  this  Agreement, 

signed  produced  upon  the  lands  so  sold  shall 

be  marketed  or  sold  pursuant  to  this  Agreement  dur- 
ing, but  not  beyond,  the  calendar  year  in  which  such 
sale  shall  have  been  made,  and  the  purchaser  of  such 
land  shall  be  deemed  to  be  obligated  to  market  or 

sell  signed  pursuant  to  this  Agreement.  In 

the  event  of  the  failure  of  such  purchaser  so  to  mar- 
ket or  sell  said  ,  the  Member  shall  remain 

obligated  to  the  Association  for  liquidated  damages, 

as  herein  provided,  for  all  not  so  marketed 

or  sold  by  such  purchaser,  and,  in  addition,  the 
Member  shall  be  subject  to  any  other  remedies  avail- 
able to  the  Association  in  the  event  of  breach  of  this 
Agreement  ;  provided,  however,  the  Board  may  re- 
lease a  Member  and  his  purchaser. 

13.  In  the  event  that  either  party  hereto  is  pre- 
vented in  any  year  from  performance  of  the  terms 
of  this  Agreement  by  strikes,  disaster  or  any  other 
cause  beyond  the  Association's  control,  injunctions 
or  the  orders  of  any  officer  or  regulatory  body  of 
either  the  local,  State  or  Federal  Government  having 
jurisdiction  in  the  premises,  such  party  shall  be 
excused  from  such  performance,  and  neither  party  in 
such  case  shall  have  a  cause  of  action  for  damages 
against  the  other. 

14.  Any  controversy  or  dispute  arising  out  of  this 
Membership  Agreement  shall  be  submitted  to  arbi- 
trators consisting  of  three  persons,  one  of  whom  shall 
be  appointed  by  the  Association  and  one  of  whom 
shall  be  appointed  by  Member.  The  two  thus 
appointed  shall  select  a  third  arbitrator  within  ten 
days  of  their  appointment.  If  the  Association  or 
Member  should  fail  to  appoint  an  arbitrator  within 
ten  days  after  the  demand  for  arbitration  has  been 
made  by  either  party  or  should  the  two  arbitrators 
appointed  fail  to  appoint  a  third  arbitrator  within 
ten  days  after  the  appointment  of  the  latter  of  the 
two,  then  in  such  event,  the  controversy  shall  be 
resolved  or  determined  in  accordance  with  the  rules 
of  any  by  an  arbitrator  appointed  by  the  American 
Arbitration  Association.  All  expenses  of  the  arbi- 
tration shall  be  borne  by  the  party  against  whom  the 
aAvard  is  made. 
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15.  The  parties  agree  that  there  are  no  oral  or 
other  promises,  conditions,  covenants,  representations 
or  inducements  in  addition  to  or  in  variance  with 
any  of  the  terms  hereof  and  that  this  Agreement 
represents  the  voluntary  and  full  understanding  of 
both  parties. 

16.  This  Agreement  shall  bind  the  heirs,  admin- 
istrators, successors  and  assigns  of  the  respective 
parties  hereto. 

17.  Inasmuch  as  the  signature  of  the  original  By- 
Laws  adopted  by  the  Association  by  each  and  all  the 
Members  would  be  difficult  and  impracticable,  now, 
therefore,  the  Member  does  hereby  agree  with  the 
Association  and  with  all  other  Members  of  the  Asso- 
ciation that  by  execution  of  this  Agreement  by  the 
Member  acknowledges  the  receipt  of  a  full,  true  and 
correct  copy  of  the  By-Laws  of  the  Association  and 
does  hereby  give  his  full  assent  to,  and  approval 
thereof,  with  like  force  and  effect  as  if  the  Member's 
signature  had  been  affixed  to  the  original  of  said 
By-Laws. 

IN  WITNESS  WHEREOF,  the  parties  have  executed  this  Agree- 
ment in  duplicate  original  this  day  of  ,  195__. 


Member 

  Association 

WITNESS:  By:  


Following  is  a  description  of  the  lands  and  products  forming  the 
subject  matter  of  this  agreement : 

Estimated 

Acres  Variety  of   Annual  Tonnage 


LEGAL  DESCRIPTION 


No  Oral 
Promises  or 
Inducements 


Succession 


By-Laws 
Acceptance 
and  Approval 
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Example  of  an  Association-Processor  Contract 

THIS  AGREEMENT,  made  and  entered  into  this  day  of 

 ,  19__,  between  ASSOCIATION,  a  nonprofit, 

cooperative  marketing  association,  organized  under  the  Agricultural 

Code  of  the  State  of  ,  hereinafter  called  the  "Association", 

and   :  , 

hereinafter  called  the  ''Canner*', 

WHEREAS,  the  Association  has  entered  into  membership  agree- 
ments with  growers  and  cooperative  associations  thereof ;  and 

WHEREAS,  under  such  membership  agreements,  the  Association 

will  market  a  very  large  portion  of  the  crop  of  produced 

in  :  and 

WHEREAS,  the  Canner  is  in  the  business  of  canning  and  packing 

 and  desires  to  obtain  an  adequate  and  certain  supply  of  

for  processing  and  to  save  the  labor  and  expense  of  soliciting  orders  or 
contracts  from  the  individual  growers  of  :  and 

WHEREAS,  the  Association  is  the  exclusive  sales  agent  for  the 
 of  its  members; 

NOW,  THEREFORE,  in  consideration  of  the  premises  and  of  the 
mutual  obligations  of  the  parties  hereto,  the  parties  agree : 

1.  CONTRACT  TONNAGE  AND  SUBSTITUTION  CLAUSE: 
The  Association  agrees  to  sell  and  deliver  to  the  Canner  for  processing, 
and  the  Canner  agrees  to  purchase  and  accept  from  the  Association 

for  processing  tons  of  during  each  

season,  19  to  195_  inclusive,  and/or  tons  of  on 

a  seasonal  basis  for  the  current  season  subject  to  the  provisions  of  this 
agreement,  composed  of  such  tonnage  as  is  sold  and  purchased  on  an 
orchard  basis,  on  an  estimated  tonnage  basis,  or  on  a  combination  of 
both  orchard  and  estimated  tonnage  basis,  as  hereinafter  further  ex- 
plained and  specified,  and  such  additional  tonnage  of  

as,  by  mutual  written  agreement,  may  be  added  to  this  contract  on  a 
seasonal  or  term  basis  under  the  terms  and  conditions  hereof. 

Attached  hereto  are  one  or  more  Exhibits  "A",  "B",  "C"  and  "D", 
and  by  reference  thereto  are  hereby  made  a  part  hereof  as  though  set 
forth  in  full  herein. 

Exhibit  or  Exhibits  "A"  identify  the  purchased,  set  forth 

the  tonnage  purchased  for  a  term  of  years,  the  length  of  such  term, 
and/or  tonnage  purchased  on  a  seasonal  basis,  the  condition  or  con- 
ditions under  which  each  lot  is  purchased  and  the  sizes  and  seasonal 
tolerance,  manner  of  payment,  name  of  payee,  and  tonnage. 

Exhibit  or  Exhibits  "B"  set  forth  the  varieties,  grades  and  district 

prices  of  sold  by  the  Association  and  purchased  by 

the  Canners  hereunder.  Said  Exhibit  or  Exhibits  "B"  also  set  forth 
the  manner  of  computing  the  "paid  for"'  tolerance,  the  manner  of 
payment,  by  reference,  and  designate  the  person  or  persons  to  whom 
payment  is  to  be  made. 

Exhibit  "C"  contains  a  delineation  of  the  several  districts. 
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Exhibit  "D"  is  a  summary  of  the  factual  information  contained  in 
Exhibits  "A"  and  "B." 

The  following  paragraphs  and  subparagraphs  further  define  the 
conditions  of  sale,  purchase  and  delivery  of  said  

(a)  In  the  event  of  the  purchase  by  Canner  of  the  entire  production 

of  from  an  orchard  then  the  Association  shall  specify  the 

estimated  tonnage  and  the  Canner  shall  accept  from  the  Association 

all  the    produced  by  such  orchard  regardless  of 

whether  such  tonnage  is  over  or  under  the  estimate; 

(b)  In  the  event  the  covered  by  this  agreement 

are  from  an  orchard,  the  production  of  which  is 

shared  by  two  or  more  Canner s  on  an : 

(1)  Estimated  tonnage  basis,  then  such  Canner  agrees  to  be  bound 
by  the  provisions  of  subsection  (d)  of  this  agreement; 

(2)  Estimated  tonnage  portion  of  the  total  canning  crop  produced 
by  such  orchard,  then  the  Canner  agrees  that  he  shall  share  such  total 
crop,  whether  over  or  under  the  estimate,  on  a  proportionate  basis, 
with  the  other  Canner,  purchasers  of  the  total  crop,  from  such  orchard. 

The  Canner  understands  and  agrees  that  the  harvesting  and  de- 
livery schedule,  the  rush  during  the  harvest  season,  or  other  unfore- 
seen circumstances  may  impair  the  ability  of  the  Association  to  make 
a  relatively  proportionate  division  of  such  crop ;  therefore,  the  Canner 
agrees  that  a  deviation  not  to  exceed  ten  percent  (10%)  from  such 
divisional  precentage  of  such  total  crop  shall  constitute  performance 
under  this  subsection  (2),  likewise  subject  to  the  provisions  of  sub- 
section (d)  hereof. 

(c)  In  the  event  the  covered  by  this  agreement 

are  delivered  by  a  cooperative  marketing  association  member  of  this 
Association  or  commercial  packer  agent  of  a  member,  then  such 

 are  herewith  sold  and  purchased  on  an  estimated 

tonnage  basis  subject  to  the  provisions  of  subsection  (d)  hereof. 

(d)  With  respect  to  the  estimated  tonnage  of  sold 

and  purchased  under  the  provisions  of  the  foregoing  subsections 
(b)  (1),  (b)  (2)  and  (c),  a  ten  percent  (10%)  variation  from  said 
estimate  shall  be  allowable  to  the  end  that  the  foregoing  covenants 
to  sell  and  purchase  shall  include  ten  percent  (10%)  in  excess  of 
said  estimate  or  a  shortage  up  to  ten  percent  (10%)  of  said  estimate 
and  such  variation  shall  not,  under  any  circumstances,  be  deemed  a 
breach  of  this  agreement,  and,  further,  as  provided  in  Section  2  hereof. 

In  the  event  the  authority  of  the  Association  to  sell  said  to 

the  Canner  is  terminated  for  any  reason  except  in  the  case  of  acqui- 
sition by  the  Canner  of  the  orchard  where  grown,  or  the  by 

purchase  or  other  means,  then  the  Association  agrees,  if  are 

available  in  any  of  its  unsold  pools,  to  substitute  a  like  estimated  ton- 
nage of  of  the  same  variety  and  grade  from  other  orchards  or 

cooperative  associations  in  the  same  district  for  the  term  of  this  Con- 
tract ;  however,  should  the  Association  be  unable  to  substitute  

of  the  same  variety  and  grade  in  the  same  district,  the  Canner  may  be 
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offered  of  the  same  or  a  different  variety  in  a  different  district 

at  the  established  district  price  and  it  shall  be  optional  with  the  Can- 
ner to  either  accept  or  reject  such  "different"  substitution. 

2.  DISASTER  CLAUSE:  The  ability  of  the  Association  to  deliver 

the  hereby  sold  to  said  Canner  is  based  and  is  dependent  upon 

a  membership  agreement  with  the  Association's  members.  Accord- 
ingly, if  the  Association  is  unable  to  perform  this  Contract  as  to  any 
 contracted  to  be  sold  hereunder  because  of  any  failure  in  per- 
formance of  any  of  the  provisions  of  any  membership  agreement  or 
for  any  reason  beyond  the  Association's  direct  control,  then  the  mu- 
tual obligations  and  terms  of  this  Contract  shall  not  be  affected. 

changed  or  released  as  to  any  other  agreed  to  be  sold  hereunder : 

and  the  Association  shall  be  relieved  from  all  obligations  hereof  by 
reason  of  and  as  to  any  non-fulfillment  hereof  which  shall  arise  from 
causes  beyond  the  Association's  direct  control.  It  is  the  intent  of 
this  paragraph  of  this  Contract,  among  other  things,  and  it  is  agreed. 

that  the  specific  tonnage  of  of  each  Association  member  listed 

to  Canner  shall  be  deemed  listed  to  Canner  under  the  terms  of  this 

Contract  separately  from  the  tonnage  of  from  every  other 

Association  member  listed  to  Canner  under  the  terms  of  this  Contract, 
as  though  the  of  such  member  were  covered  by  a  separate  con- 
tract with  Canner.  In  case  of  fire,  boiler  explosion,  interruption  of 
power,  lack  of  transportation  facilities,  shortage  of  labor  or  supplier 
perils  of  the  sea,  floods,  earthquakes,  action  of  the  elements,  invasion, 
war,  riot,  insurrection,  rebellion,  interference  of  civil  or  military  au- 
thorities, enactment  of  legislation,  strikes  and  other  labor  disturbances, 
or  any  unavoidable  casualty  or  cause  ( whether  similar  or  dissimilar  to 
the  enumerated  causes),  beyond  the  control  of  Canner,  affecting  oper- 
ations, including  any  obligation  on  Canner's  part  to  transport  the 
 covered  hereby,  or  to  furnish  boxes  therefor,  Canner  will  be  ex- 
cused from  performance  hereunder  during  the  period  that  Canners 
business  or  canning  operations  are  so  affected,  and  Canner  may.  during 
such  period,  accept  such  portion  of  such  as  Canner  has  in- 
formed the  Association  in  its  judgment  it  can  economically  handle. 
The  Canner  forthwith  shall  give  notice  to  the  Association  of  Canner's 
inability  to  perform  and  specific  cause,  or  causes,  therefor  and,  in  any 

event,  Canner  shall  pay.  according  to  contract,  for  all  received 

by  Canner. 

The  Canner  understands  and  agrees  that  the  Association,  in  the 
event  of  the  occurrence  of  any  of  the  foregoing  enumerated  emergen- 
cies, in  order  to  prevent  economic  waste  to  the  growers  and  consumers, 
retains  the  right,  without  liability  of  any  kind  or  character  to  the 
Canner : 

(a)  To  divert  the  to  another  canner  who  is  able  to  accept 

same  unless  Canner  hereunder  agrees  in  writing  to  indemnify  the 
Association  against  loss  for  non-diversion  : 

(b)  To  divert  the  to  a  canner  who  can  and  does  furnish 

boxes  and  transportation  or  either  of  them; 
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(c)  To  furnish  boxes  and  deliver  the  to  the  canner  at  his 

cannery,  provided  that  the  inability  of  the  canner  to  furnish  boxes 
or  transportation  or  both  is  the  only  impediment  among  those  above 
enumerated  preventing  or  restricting  canning  operations. 

If,  for  like  causes,  the  farming  operations  of  any  grower  of 

 covered  hereby  are  so  affected  that  such  grower,  or  growers, 

are  unable  to  make  complete  delivery  of  said  ,  then,  and  in 

that  event,  the  Association  shall  make  every  reasonable  effort  to  com- 
plete deliveries  hereunder  and  the  Association  shall  be  excused  from 
performances  of  that  part  of  this  Contract  which  it  is  unable  to  per- 
form because  of  these  causes  during  the  period  such  grower's  farm- 
ing operations  are  so  affected.   The  Association  shall  not  be  liable  for 

the  failure  to  deliver  destroyed  by  hail,  frost,  flood,  blight  or 

other  similar  or  dissimilar  casualties. 

3.  CONTROL  OF  DELIVERIES:  All  deliveries  hereunder  shall 
be  made  by  the  member  of  the  Association  at  the  direction  of  the  As- 
sociation after  consultation  with  Canner. 

Deliveries  of  shall  be  made  at  the  state  of  maturity  reason- 
ably required  for  canning,  as  determined  in  advance  of  the  harvest 
season  in  consultation  between  Association,  Canner  and  Grower. 

4.  QUALITY :  In  the  absence  of  third  party  grading  under  a 
marketing  program  or  marketing  order,  the  Association  and  Canner 
agree  as  follows: 

(a)  To  consult  with  each  other  sufficiently  in  advance  of  the 
harvest  season  for  to  establish  grades  and  stand- 
ards of  quality  for  suitable  for  canning  and  processing  into 

the  various  finished  products  from  which  are  processed. 

(b)  To  abide  by  such  grades  and  standards  upon  the  approval 
of  same  by  333/3  percent  of  the  Canners  who  purchase  45  percent  of 
the  under  contract  with  the  Association. 

Said  acceptance  or  rejection  must  be  made  by  Canner  within  three 
(3)  days  of  the  receipt  of  such  standards. 

(c)  In  the  event  the  Canner  and  Association  are  unable  to  reach 
agreement  under  paragraphs  (a)  and  (b)  above,  then  the  standards 
of  grade  and  quality  under  which  the  Association  will  harvest  and 

deliver  to  Canner  and  the  standard  of  grade  and  quality 

under  which  the  Canner  agrees  to  accept   shall  be  the  grade 

regulations  which  were  in  effect  under  a  marketing  program  or 
marketing  order  for  a  harvest  season  during  any  one  of  the  past 
seven  seasons  prior  to  the  current  season  with  comparable  factors  of 

(1)  estimated  crop;  (2)  condition  of  maturing  crop  of  with 

respect  to,  but  not  limited  to,  hail  damage,  frost  damage,  disease 
damage,  or  any  other  cause  which  appears  to  affect  the  production 
of  

(d)  No  whatsoever  shall  be  rejected  by  the  Canner  until 

an  opportunity  has  first  been  given  by  notice,  immediately  upon 
delivery  to  an  agent  of  the  Association  to  inspect  the  same.  There- 
upon, if  the  parties  fail  to  agree,  either  party  may  demand  immediate 
arbitration  by  arbitrators  experienced  in  the  production  or  canning 
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of  ,  each  party  to  appoint  one  arbitrator,  who  shall  jointly 

select  a  third,  and  the  decision  of  the  majority  of  said  arbitrators 
shall  be  binding;  all  expenses  of  the  arbitration  shall  be  borne  by  the 
losing  party. 

5.  DEFINITION  OF  *  *  * 

6.  TOLERANCE :  The  permissive  tolerance  for  off-grade  

 shall  conform  to  the  provisions  of  any  applicable  order 

or  program  (under  the  statute  or  statutes  mentioned  in  5  above)  :  in 
the  absence  of  an  applicable  program,  the  tolerance  shall  be  as  estab- 
lished by  the  Association  and  the  Association  agrees  not  to  establish 
a  tolerance  greater  than  ten  percent  (10%).  Without  regard  to 
any  contrary  language  in  Exhibit  "B"  hereto,  the  percentage  of  off- 
grade    (tolerance)  in  any  of  the  grades  described  in  said 

Exhibit  "B",  for  which  Canner  shall  pay  the  grade  price,  shall  be 
such  as  has  been  established  between  Canner  and  producer,  or  pro- 
ducer's agent,  by  custom  or  agreement  in  such  district,  but  not  less 
than  five  percent  (5%)  *  *  * 

7.  POINT  OF  DELIVERIES  AND  SERVICE  FEES:  De- 
liveries of  shall  be  at  the  nearest  mutually  convenient  load- 
ing point  or  shipping  point.  If  any  services  should  be  rendered  by 
an  Association  member  in  connection  with  or  in  any  way  related  to 

loading  or  handling  of  ,  the  Canner  agrees  to  pay  to  such 

member  not  less  than  such  sum  per  ton  as  may  be  established  by  the 
Association;  in  this  reference,  the  Association  agrees  that  in  estab- 
lishing such  sum  for  any  such  service,  it  shall  be  limited  to  the 
higher  of  (a)  the  highest  sum  paid  by  the  Canner  under  comparable 
conditions  in  the  district,  or  (b)  the  prevailing  rate  paid  by  canners 
in  the  district  under  comparable  conditions  *  *  * 

8.  WEIGHING :  All  weighing,  receiving  and  accepting  shall  be 
done  by  the  Canner  at  the  loading,  shipping  or  receiving  point,  as 
shown  on  the  list  attached  hereto,  or  at  the  customary  point  or  points, 
or  such  point  as  is  designated  by  mutual  agreement  between  producer 
and  Canner. 

9.  RIGHT  OF  INSPECTION  BY  ASSOCIATION:  The  Asso- 
ciation shall  have  the  right  at  any  reasonable  time,  by  its  authorized 
agents,  to  examine  and  inspect  the  scales,  weights  and  pertinent 
records  of  the  Canner  covering  operations  hereunder. 

10.  CANNER  RECEIPTS:  The  Canner  agrees  to  furnish  to  each 
Association  member  within  twenty-four  (24)  hours  after  such  mem- 
bers consolidated  daily  deliveries,  a  receipt  showing  name  of  such 
member,  member's  contract  number,  number  of  boxes,  number  and 

tare  of  pallets,  variety  and  grade  of  delivered,  together 

with  gross,  tare  and  net  weight  of  each  variety  and  to  issue  a  separate 
weight  certificate  for  each  variety  received.  Within  twenty-four  (24) 
hours  after  the  close  of  each  day  the  Canner  shall  mail  duplicates  of 
all  receipts  issued  on  that  day  direct  to  the  office  of  the  Association. 
If  any  error  or  omission  is  discovered  by  either  party,  notice  shall  be 
given  to  the  other  party  to  correct  such  error  or  omission  within 
twenty-four  (24)  hours. 
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11.  REMEDY  IF  CANNER  FAILS  TO  ISSUE  RECEIPTS: 
If  Canner  shall  fail  or  neglect  to  mail  to  the  Association  duplicate 
receipts,  as  provided  in  Section  10  above,  showing  deliveries  of  all 

 on  each  such  day,  then  the  Association  may,  at  its  option, 

and  at  the  Canner's  expense,  obtain  said  copies  of  weight  certificates 
through  an  agent  or  agents  of  the  Association  stationed  at  the  point 

of  delivery,  and  may  stop  further  deliveries  of  ,  provided 

that  deliveries  shall  not  be  stopped  by  the  Association  unless  Canner's 
failure  is  willful  and  continues  over  a  period  of  forty-eight  (48) 
hours,  Saturdays,  Sundays  and  holidays  excepted,  unless  deliveries 
are  made  on  said  days. 

12.  BOXES  AND  PALLETS:  The  Canner  agrees  to  furnish  to 
the  Association  and  the  members  thereof  free  of  cost,  at  the  point 
where  the  Canner's  truckers  customarily  take  possession  of  members' 

 or  at  any  point  mutually  agreed  upon  between  Canner  and 

member,  sufficient  and  suitable  boxes  for  the  purpose  of  handling 

the  to  be  delivered  to  said  Canner.   The  Association  agrees 

to  use  its  best  efforts  to  see  that  all  boxes  and  pallets  shall  be  returned 
to  their  original  owners,  provided  they  are  clearly  and  distinctly 
marked  with  the  name  of  the  Canner.  Canner  shall  pay  all  freight 
and  delivery  charges  in  each  direction,  to  and  from  Canner's  plant 

and  the  point  of  delivery  of  ,  on  empty  boxes  and  pallets 

delivered  by  Canner  to  member  or  returned  by  member  to  Canner. 

13.  BOXES  LOST:  In  the  event  that  boxes  or  pallets  are  lost  by 
any  Association  member,  the  Association  will  be  liable  to  the  Canner 

for  the  actual  cost  of  the  same,  not  to  exceed  cents 

per  box  and  Dollars  per  pallet.   The  Association  shall 

not  be  liable  to  the  Canner  for  damage  to  boxes  or  pallets,  but  this 
shall  not  relieve  the  member  from  liability  for  damages  to  boxes  or 
pallets  due  to  member's  fault  or  neglect.  In  any  event,  title  to  boxes 
shall  always  remain  and  be  in  the  Canner;  therefore,  members  shall 
not  use  boxes  for  any  other  purposes  than  for  Canner's  

14.  FAILURE  OF  CANNER  TO  SUPPLY  BOXES:  If  Canner 
shall  fail  to  supply  boxes  as  herein  required,  Canner  shall  pay  to 

Association  all  damages  sustained  by  losses  through  over-ripe  

on  account  thereof;  except  that  Canner  shall  not  be  liable  for  such 
damages  when  Canner  cannot  supply  said  boxes  because  of  events 
stated  in  section  2  hereof  which  excuse  Canner  from  performance 
hereunder  and  of  which  the  required  notice  has  been  duly  given  the 
Association. 

15.  PRICE  OF  :  (a)  The  Canner  and  the  Association  un- 
derstand and  agree  that  it  is  to  their  mutual  advantage  to  enter  into 
firm  contracts  in  advance  of  the  harvest  season  for  the  purchase  and 

sale  of  and  that  such  firm  contracts  benefit  the  Canner  by 

assuring  him  of  a  source  of  supply  for  processing  and  benefit  the 
Member-Growers  by  assuring  them  of  an  outlet  for  their  production. 
The  Canner  and  Association  further  understand  and  agree  that  in 
advance  of  the  harvest  season,  sufficient  economic  and  supply  data  is 
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not  available  whereby  they  can  determine  what  is  a  reasonable  price 

to  be  paid  for   The  Canner  and  the  Association  further 

understand  and  agree  that  where  the  price  is  not  determined  by  the 
contract,  the  Buyer  must  pay  a  reasonable  price,  and  further  that 
which  is  a  reasonable  price  is  a  question  of  fact  dependent  upon  the 
circumstances  of  each  particular  case.  In  the  light  of  the  foregoing, 
the  Canner  agrees  to  pay  to  the  Association  and  the  Association  agrees 

to  accept  for  all  delivered  to  the  Canner  by  the  Association  or 

its  Member-Growers  a  reasonable  price. 

(b)  The  said  "reasonable  price''  shall  be  ascertained  in  the  manner 

following:  Prior  to  the  major  harvest  season  of  the 

Association  shall  announce  an  opening  price  or  prices  on  a  district 
differential  basis  which  the  Association  believes  to  be  a  "reasonable 
price"  for  each  grade  or  grades  in  each  district.  Such  announcement 
shall  be  made  upon  the  basis  of  consultations  with  individual  Canners 
and  an  examination  by  the  Association  of  all  available  economic  and 
supply  data  which  influence  the  sale  and  purchase  price  of  fresh 
 and  processed  

The  Canner,  signatory  to  this  agreement,  agrees  to  advise  the  As- 
sociation within  three  (3)  days  after  the  receipt  of  said  announced 
opening  price  or  prices  of  its  acceptance  or  rejection  of  said  price  or 
prices.    Upon  the  acceptance  of  said  announced  price  or  prices  by  not 

less  than  one-third  (%)  in  number  of  Canners  who  purchase  

from  the  Association  and  whose  aggregate  purchases  represent  forty- 
five  percent  (45%)  of  the  estimated  total  tonnage  of  offered 

for  sale  by  the  Association  such  opening  price  or  prices  shall  be  the 
"reasonable  price"  within  the  above  provision. 

(c)  In  the  event  that  the  requisite  Canners  do  not  signify  their  ac- 
ceptance of  such  announced  opening  price  or  prices  within  three  (3) 
days,  excluding  Saturdays,  Sundays  and  legal  holidays,  after  the  re- 
ceipt of  the  announcement  thereof,  the  Association  may  hold  further 
consultations  with  individual  Canners  and  reconsider  the  data  above 
referred  to  and  shall,  not  later  than  five  (5)  days  after  the  first  an- 
nouncement, make  a  second  announcement  of  price  or  prices  which 
the  Association  believes  to  be  a  "reasonable  price",  which  price  or 
prices  may  be  the  same  as  or  different  from  that  previously  announced. 
Said  price  or  prices  set  forth  in  the  second  announcement  shall  be  the 
"reasonable  price"  within  the  above  provision,  if  the  same  shall  be 
accepted,  within  three  (3)  days  after  said  second  announcement  by 
the  said  requisite  Canners. 

(d)  In  the  event  that  the  requisite  Canners  do  not  signify  their 
acceptance  of  the  price  or  prices  announced  by  the  Association  under 
paragraph  15  (b)  or  (c)  hereof,  the  said  paragraph  15  (b)  and  (c) 
shall  be  null  and  of  no  further  effect,  and  the  price  to  be  paid  under 
this  contract  shall  be  determined  solely  by  paragraph  15  (a)  hereof. 

(e)  In  the  event  that  paragraph  15  (b)  or  (c)  hereof  should  be 
invalid  or  should  render  the  agreement  void  for  indefiniteness  or  un- 
certainty or  other  cause,  the  parties  expressly  agree  that  this  agree- 
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ment  shall  be  construed  and  enforced  as  though  it  did  not  contain  said 
paragraph  15  (  b)  and  (c)  and  agree  that  the  price  to  be  paid  under 
this  contract  shall  be  determined  solely  by  paragraph  15  (a)  hereof. 

(f )  It  is  understood  that  the  commencement  of  a  legal  action  for 
the  determination  of  a  price  under  the  provisions  of  said  section  15 
shall  not  be  a  bar  to  the  establishment  of  a  reasonable  price  prior  to 
the  conclusion  of  such  legal  action. 

16.  TIME  AND  METHOD  OF  PAYMENT  TO  ASSOCIA- 
TION: Except  as  otherwise  agreed  by  Association,  Canner  and  an 
Association  member  in  any  specific  instance,  all  payments  by  Canner 
shall  be  made  as  follows:  Fifty  percent  (50%)  of  the  purchase  price 

on  Thursday  of  each  week  covering   deliveries  during  the 

previous  calendar  week,  and  twenty-five  percent  (25%)  thereof 
within  an  additional  thirty  (  30)  days  and  the  balance  thereof  within 
an  additional  fifteen  (15)  days.  Ninety-five  percent  (95%)  of  said 
specified  payments  to  be  paid  directly  by  Canner  to  Association 
member  and  at  the  same  time  five  percent  (5% )  of  said  specified  pay- 
ments to  be  made  directly  to  the  principal  office  of  the  Association. 

17.  SERVICE  CHARGE:  Canner  hereby  recognizes  that  the 
organization  and  continued  existence  of  the  Association  relieves  the 
Canner  of  the  trouble,  labor  and  uncertainty  of  soliciting,  and  obtain- 
ing, separate  contracts  with  individual  growers;  in  consideration 
thereof,  the  Canner  agrees  to  pay  to  the  Association,  over  and  above 
the  "reasonable  price"  hereinabove  designated,  a  Service  Charge  of 

 cents  per  ton  at  the  time  or  times  for  payments 

specified  herein  or  at  the  time  other  payments  are  made,  which  Service 
Charge  shall  not  be  construed  to  be  a  part  of  the  purchase  price 
herein  *  *  * 

18.  ASSIGNMENT  OF  PROCESSED    TO  GUAR- 
ANTEE PAYMENT:  Should  Canner  for  any  reason  default  in 
payments  in  accordance  with  the  provisions  of  paragraph  16  above, 

or  any  other  agreement  respecting  payments  for  ,  the  Canner 

does  by  these  presents  assign  to  the  Association  a  sufficient  number 

of  cases  of  processed  at  the  then  current  wholesale  market 

price  to  secure  the  Association  against  loss  because  of  such  nonpayment. 

19.  ASSOCIATION'S  OPTION  TO.  STOP  DELIVERIES:  If 
Canner  shall  default  or  fail  in  the  performance  of  any  of  its  obliga- 
tions hereunder  and  continue  such  default  or  failure  after  twenty- 
four  (24)  hours'  notice  from  the  Association  to  comply,  then  the  As- 
sociation may  stop  any  further  deliveries  of  to  Canner 

hereunder  and  may  deliver  balance  of  such  elsewhere;  and 

this  right  may  be  exercised  at  any  time  although  the  Association  has 
permitted  deliveries  to  Canner  to  continue  after  such  default  or 
failure,  and  continuance  of  delivery  after  Canner's  default  or  failure 
shall  not  be  construed  as  a  waiver  of  the  Association's  right  to  stop 

deliveries.  Such  delivery  of  elsewhere  shall  not  be  a  waiver 

or  release  of  any  liability  of  Canner  for  default  or  failure  in  per- 
formance.  In  the  event  of  the  failure  of  the  Canner  to  comply  with 
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the  provisions  of  Section  16  respecting  Time  and  Method  of  Pay- 
ment, the  Association,  at  its  option,  may.  without  notice,  stop  delivery 

of  without  any  obligation  on  the  part  of  the  Association  to 

resume  such  deliveries  to  the  Canner,  except  when  Canner  cures  such 
default  within  twenty-four  (24)  hours  after  the  Association  stops 
deliveries.  Association  is  obliged  to  resume  deliveries  of  all  such 
 not  delivered  to  other  canners  during  such  cession  of  de- 
liveries. 

20.  PRICE  DEVIATION  BY  ASSOCIATION:  The  Associa- 
tion hereby  agrees  that  if  the  Association,  after  the  execution  of  this 
contract  and  for  its  term  only,  during  the  season  should  sell  to  any  other 

Canner  any  of  its  members*  of  a  district  at  a  less 

price  than  the  price  established  hereunder  for  such  of  like 

grade  intended  for  like  usage,  under  like  conditions  of  preparation 
for  market  and  delivery  in  such  district,  then  the  Association  shall 

allow  to  Canner  upon  all  such  of  such  district 

purchased  hereunder  the  difference  between  the  price  established 
hereunder  and  the  lowest  price  at  which  the  Association  makes  such 
sales  to  other  Canners  in  such  district. 

21.  PRICE  DEVI  AT  I  OX  BY  CAXXER:  If  Canner.  after  the 
execution  of  this  contract,  shall  have  purchased  or  shall  have  agreed 

to  purchase  from  any  grower  on  a  seasonal  basis 

at  any  higher  price  or  prices  in  any  particular  district  specified  in 

Exhibit  "B"  for  of  the  same  variety,  grade,  size  and  quality 

and  under  like  conditions.  Canner  shall  pay  to  Association  for  such 

 purchased  hereunder  the  highest  price  which  Canner  has 

paid  or  agreed  to  pay  for  such  so  purchased  from  any 

grower  or  shipper  in  the  same  district.  *  *  * 

22.  LEGISLATION  OR  MARKETING  AGREEMENT:  This 
Contract  shall  be  deemed  modified  to  the  extent  necessary  to  comply 
with  State  and  Federal  laws  and  any  order,  regulation  or  license 
pursuant  thereto,  and  any  marketing  agreement  order  or  program 
under  the  authority  of  law. 

23.  RESALE  OF  :  Canner  understands  and  agrees  that 

the  purchased  under  this  Agreement  are  for  processing  andj 

not  for  re>ale  by  Canner  in  fresh  or  unprocessed  state  except  tor 
another  Canner  for  processing  unless  such  have  been  so  co- 
mingled  with  other  pears  as  to  make  it  impracticable  for  Canner 
to  limit  Association  to  processing  uses  only. 

24.  FAIR  LABOR  STANDARDS  ACT*  OF  1038  AS 
AMENDED:  The  Association  guarantees  that  all  of  the  produce 
subject  to  this  contract  was  or  will  be  produced  in  compliance  with 
all  applicable  requirements  of  Sections  6,  7,  and  12  of  the  Fair 
Labor  Standards  Act  of  11»:>S,  as  amended,  and  all  regulations  and 
orders  of  the  United  States  Department  of  Labor  issued  under 
Section  14  thereof,  in  so  far  as  the  said  Fair  Labor  Standards  Act 
and  the  regulations  and  orders  of  the  United  States  Department  of 
Labor  issued  under  Section  14  of  said  Act  are  applicable  to  agricul- 
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tural  producers,  cooperative  agricultural  marketing  organizations, 
and  fruit  houses  acting  under  written  powers  as  agents  of  producers. 

25.  ASSIGNMENT :  Neither  party  hereto  shall  assign  or  transfer 
this  Contract  or  any  interest  herein  without  the  written  assent  of  the 
other  party  first  obtained. 

The  above  and  foregoing  Agreement  into  which  are  incorporated 

the  exhibits  attached  thereto  is  hereby  executed  at  

 ,  the  day  and  year  first  above  written. 

 ASSOCIATION 

By  


CANNER 
By  
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FCS  MOVIE  AVAILABLE 


Farmer  Cooperatives  Today  is  a  20-minute  sound  and  color  movie, 
produced  by  the  Farmer  Cooperative  Service,  U.  S.  Department  of 
Agriculture.  It  shows  how  farmers  started  cooperatives  and  how 
they  use  both  locals  and  regionals  to  market  products,  purchase  sup- 
plies, and  get  other  services. 

A  few  scenes  from  an  earlier  film,  Farmers  Working  Together,  are 
included,  but  there  is  entirely  new  narration  and  an  abundance  of 
new  scenes. 

If  you  live  in  Texas  and  wish  to  borrow  this  film,  request  it  from 
Visual  Aids  Department,  Extension  Service,  Texas  A.  and  M.  College, 
College  Station. 

In  other  States,  request  the  film  from  the  Director  of  Information, 
of  the  Farm  Credit  district  serving  your  State.  Here  are  the  ad- 
dresses and  the  States  served  : 

Farm  Credit  District  of  Springfield,  Mass.,  serves:  Connecticut, 
Maine,  Massachusetts,  New  Hampshire,  New  Jersey,  New 
York,  Rhode  Island,  and  Vermont. 

Farm  Credit  District  of  Baltimore,  Md.,  serves:  Delaware,  Dis- 
trict of  Columbia,  Maryland,  Pennsylvania,  Virginia,  West 
Virginia,  and  Puerto  Rico. 

Farm  Credit  District  of  Columbia,  S.  C,  serves :  Florida, 
Georgia,  North  Carolina,  and  South  Carolina. 

Farm  Credit  District  of  Louisville,  Ky.,  serves:  Indiana,  Ken- 
tucky, Ohio,  and  Tennessee. 

Farm  Credit  District  of  New  Orleans,  La.,  serves:  Alabama, 
Louisiana,  and  Mississippi. 

Farm  Credit  District  of  St.  Louis,  Mo.,  serves:  Arkansas,  Illi- 
nois, and  Missouri. 

Farm  Credit  District  of  St.  Paul,  Minn.,  serves:  Michigan, 
Minnesota,  North  Dakota,  and  Wisconsin. 
W  Farm  Credit  District  of  Omaha,  Nebr.,  serves :  Iowa,  Nebraska, 
South  Dakota,  and  Wyoming. 

Farm  Credit  District  of  Wichita,  Kans.,  serves :  Colorado,  Kan- 
sas, New  Mexico,  and  Oklahoma. 

Farm  Credit  District  of  Berkeley,  Calif.,  serves:  Arizona,  Cali- 
fornia, Nevada,  and  Utah. 

Farm  Credit  District  of  Spokane,  Wash.,  serves:  Idaho,  Mon- 
tana, Oregon,  and  Washington. 


Other  Publications  Available 

Farmer  Cooperatives  in  the  United  States,  FCS  Bulletin  1. 

Legal  Phases  of  Farmer  Cooperatives,  FCS  Bulletin  10.    L.  S.  Hul- 

bert  and  R.  J.  Mischler. 

Organizing  a  Farmers  Cooperative,  FCS  Circular  18. 

Using  Your  Fruit  and  Vegetable  Co-op,  FCS  Educational  Circular 
7.    W.  F.  Buck. 

Coordinated  Marketing  for  Processed  Fruits  and  Vegetables,  General 
Report  33.    /.  W.  Rust. 

Costs  of  Canning  Sweet  Corn  in  Selected  States,  Marketing  Research 
Report  184,  E.  C.  Collins  and  J.  K.  Savage. 

Coordinating  the  Marketing  of  Florida  Citrus  Fruits,  Miscellaneous 
Report  143,  G.  H.  Goldsborough. 

Acquiring  Citrus  Fruit  for  Concentrating  by  Processors  in  Florida, 
Miscellaneous  Report  173,  W.  S.  Hoofnagle  and  J.  K.  Samuels. 

Selected  Industry-Wide  Fruit  Marketing  Programs,  Miscellaneous  Re- 
port 167,  H.  C.  Kiger. 


A  copy  of  each  of  these  publications  may  be  obtained  upon  request 
while  a  supply  is  available  from — 


Information  Division 
FARMER  COOPERATIVE  SERVICE 
U.  S.  DEPARTMENT  OF  AGRICULTURE 
WASHINGTON  25,  D.  C. 


